ERICAN BANKERS ASSOCIATION 


Work of the War Finance Corporation 


By EUGENE MEYER, JR. 


Managing Director 


Operations Under the Agricultural Credits Act by Which the Govern- 
ment Through Banks and Other Agencies Is Preventing Sacrifices—No 
Longer Necessary to Send Immature Live Stock to Market or to Sacrifice 
Breeding Herds—Aid to the Corporations Not Confined to Crops 
nor to Districts—Cooperation of the Whole Banking Fraternity Neces- 


sary to Make Relief Fully Effective—Total Advances, $133,547,215.39 


HE Agricultural Credits Act 

of August 24, 1921, greatly 

broadened the powers of the 
War Finance Corporation and gave 
it authority to make advances for 
domestic as well as for export pur- 
poses. It had become increasingly 
clear that export financing alone 
would not be sufficient to meet the 
needs of agriculture. The whole 
character of the export market had 
changed and sound business men in 
Europe were no longer anxious to 
buy on credit because of the risk 
involved in exchange fluctuations. 
Many of them had made large pur- 
chases on credit following the 
armistice and up to the latter part 
of 1920 and had suffered heavy 
losses on account of depreciation in 
exchange rates. They were re- 
luctant, therefore, to contract ahead 
for goods which they would have to 
pay for in dollars, but which they 
would be compelled to sell in manu- 
factured, or even raw, form in 
terms of European currency. Fur- 
thermore, many of our own mer- 
chants and manufacturers, since the 
collapse which came in the fall of 
1920, have been operating on the 


basis of the lowest possible stocks, 
buying only to meet current de- 
mands because of the fear that the 
bottom might drop out of the 
market. 

Whatever may have been the 
cause of these factors in the eco- 
nomic situation, they naturally re- 
sulted in forcing large quantities of 
raw materials, which normally are 
carried by mills, wholesalers, job- 
bers and retailers, back upon the 
original producers and the banks 
which do their financing. The agri- 
cultural industry was confronted, 
therefore, with the necessity of sell- 
ing its staple products more grad- 
ually than in former years, and of 
arranging for the carrying of com- 
modities in larger quantities for a 
longer period of marketing. 


The Agricultural Credits Act 


Some special provision to assist 
agriculture in adjusting itself to this 
unusual situation was needed, and 
therefore Congress, in August, 1921, 
passed the Agricultural Credits Act 
extending the powers of the War 
Finance Corporation. This act gave 
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the corporation authority to make 
advances not only to exporters and 
banking institutions, but also to 
dealers in and handlers of agricul- 
tural products, including coopera- 
tive associations, for the purpose of 
financing the carrying of such 
products until they could be ex- 
ported or sold for export in an or- 
derly manner. It also empowered 
the Corporation to make advances 
to banking and financing institu- 
tions or to. cooperative associations 
of producers, which may have made 
advances for agricultural purposes, 
including the breeding, raising, fat- 
tening and marketing of live stock, 
or may have discounted or redis- 
counted notes, drafts, bills of 
exchange or other negotiable instru- 
ments issued for such purposes. 
Advances may be made for periods 
not exceeding one year, with dis- 
cretion in the Corporation to renew 
them for periods not extending be- 
yond three years from the dates on 
which the advances were originally 
made; and the act provides that all 
advances shall be made upon prom- 
issory note or notes, or other instru- 
ment or instruments, in such form 
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as to impose on the borrower a 
primary and unconditional obliga- 
tion to repay the advance at ma- 
turity, with interest as stipulated 
therein, and shall be fully and ade- 
quately secured in each instance by 
indorsement, guaranty, pledge or 
otherwise. 


Agricultural Loan Agencies 


After the passage of the act steps 
were taken by the Corporation to 
set up the necessary machinery for 
its administration. As the law is 
nation-wide in its application, some 
time necessarily was required to 
perfect an organization. To facili- 
tate the handling of applications 
from banking and financing institu- 
tions for advances for agricultural 
purposes, it was decided to establish 
agricultural loan agencies in the 
important agricultural and live 
stock districts. Committees com- 
posed of public-spirited bankers, 
business men and others, who serve 
without compensation, were desig- 
nated to take charge of these agen- 
cies, to receive applications, pass 
upon the security offered and make 
recommendations to the board of 
directors at Washington for review 
and final action. The committees 


were organized as promptly as the 


members could be selected and ap- 
pointed, and within a short time 
they were ready to function. In all 
thirty-three agencies were created, 
each of which.was authorized to 
establish headquarters at the place 
that ordinarily serves as the finan- 
cial and trade center of the sur- 
rounding territory. 


Applications Approved 


Coincident with the development 
of the field organization, the staff 
of the Corporation at Washington 
was enlarged to handle the in- 
creased volume of business. By the 
latter part of October the machinery 
for the administration of the act, 
both in Washington and in the field, 
was practically completed, the agri- 
cultural committees in the various 
sections of the country were func- 
tioning actively, a large number of 
banking institutions had become 
familiar with the powers and pur- 
poses of the Corporation, and ap- 
plications were being received in 
increasing numbers. Up to Novem- 
ber 30, 824 applications from bank- 
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ing and financing institution: for 
advances for agricultural purposes, 
involving approximately $42,425,- 
000, had been approved by the 
board of directors. Of this num- 
ber 790, involving approximately 
$38,726,000, were acted upon dur- 
ing the month of November. 
Within the past few weeks the Cor- 
poration has been passing upon a 
large number of applications daily, 
covering advances ranging in the 
aggregate from one million to sev- 
eral million dollars. On December 
10, for example, the Corporation 
announced the approval, during the 
previous five days, of 256 advances 
for agricultural purposes, aggre- 
gating $13,280,000 and distributed 
over twenty-three states, from Cali- 
fornia on the Pacific Coast to 
Georgia on the South Atlantic and 
from Texas on the southern border 
to Minnesota and Montana on the 
Canadian line. 


Other Advances 


In addition to advances to bank- 
ing and financing institutions for 
agricultural purposes, the Corpora- 
tion has approved large advances 
for similar purposes to cooperative 
associations and a number of ad- 
vances to exporters and banking in- 
stitutions to assist them in financing 
the exportation of agricultural and 
other commodities. From August 
24 to November 30, inclusive, the 
advances granted by the Corpora- 
tion to cooperative associations for 
agricultural purposes total $39,- 
597,000 and the advances granted 
for export purposes to banking in- 


stitutions and exporters aggregate, 


$38,847,000. The former figure in- 
cludes advances totaling $19,847,- 
000, which were originally applied 
for and approved under the export 
powers of the Corporation and sub- 
sequently withdrawn by the appli- 
cants and resubmitted and approved 
as advances for agricultural pur- 
poses under the Agricultural Credits 
Act. 

Shortly after the passage of the 
act the attention of the Corporation 
was directed to the seriousness of 
the live stock situation. Immature 
stock was being forced on the 
market, and in many cases breeding 
herds were being sacrificed. On 
account of the condition of many 
of the small banks in the west and 
southwest and the limitations or re- 
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strictions imposed upon them by 
state laws, it was clearly apparent 
that additional financing machinery 
should be provided to meet, in a 
satisfactory way, the needs of the 
live stock industry. The matter 
was thoroughly canvassed and the 
Corporation suggested to the local 
bankers and business men in gen- 
eral the advisability of establishing 
new financing organizations for the 
purposes of bringing new capital 
into the field of live stock finance. 
Within the past few months new 
agricultural and live stock loan 
companies, with a total authorized 
capital of more than $5,000,000, 
have been formed in Utah, Wyom- 
ing, Colorado, Texas, New Mexico, 
Montana and Nebraska. Several of 
these companies already are func- 
tioning actively and the Corporation 
has made advances to them. They 
are in no sense agencies of the Cor- 
poration and they have no special 
relationship with it. They stand in 
exactly the same position as any 


* other financing organization owned 


and controlled by business men in 
the various localities, and advances 
to them are made on the same basis 
as advances to other financing insti- 
tutions, with due regard to their 
capital, the efficiency of their man- 
agement, the character of their 
business and the security offered. 
Similar organizations, with sub- 
stantial capital, are being formed or 
are under consideration in Okla- 
homa, Kansas, South Dakota, 
Idaho, Oregon, Florida and other 
states. 


The Corn Situation 


In the corn belt where, as a result 
of two bumper corn crops and re- 
duced feeding operations, there has 
accumulated a large surplus of 
corn, the Corporation early in No- 
vember took special action to deal 
with the situation. It appointed a 
committee, known as the Corn Belt 
Advisory Committee, of which Gov- 
ernor McCray of Indiana is chair- 
man, to assist in obtaining the 
cooperation of banking organiza- 
tions and banking institutions gen- 
erally throughout the corn belt, with 
the view of providing adequate 
financing for the more orderly 
marketing of the corn crop and the 
feeding of live stock. The advances 
already made by the Corporation to 
banking institutions in the corn belt 
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have resulted in a noticeable im- 
provement in the corn situation, and 
there is every reason to believe that, 
with the full cooperation of the 
bankers and business men of that 
section, further improvement can be 
brought about. 


making new loans and for taking 
care of the needs of farmers and 
stockmen in the surrounding terri- 
tory to the extent that their indi- 
vidual credit may warrant. In 
other words, the work of the Cor- 
poration is strengthening the banks 


JOURNAL OF THE AMERICAN BANKERS ASSOCIATION 487 


do. The strengthening of the hands 
of the weaker banks is a necessary 
preliminary to more aggressive ac- 
tion on the part of the stronger 
banks. When the strong institu- 
tions see that the position of the 
weaker banks in a community is 


But the work of the 
Corporation has not 
been confined to the 
crops and _ districts 
mentioned. Wheat 
growers in the north- 
west, sugar-beet farm- 
ers in Utah and Idaho, 
rice growers in Ar- 
kansas and California, 
peanut producers in 
Virginia, fruit growers 
in California, cotton 
growers in the south 
and other agricultural 
producers in other parts 
of the country have 
been aided through the 
activities of the Cor- 
poration. It would re- 
quire too much space in 
an article of this sort 
to set forth in detail the 
operations of the Cor- 
poration, but they are 
summarized in the ac- 
companying tables. 

The Corporation is 
not authorized under 
the law to deal directly 
with individual produ- 
cers. It is reaching the 
farmer not only 
through cooperative as- 
sociations, but also 
through his local bank- 
ing institutions—the in- 
stitutions with which 
he is accustomed to do 
business and which are 
in close touch with lo- 
cal conditions. The ad- 
vances made by the 
Corporation to these in- 
stitutions on the basis 
of their agricultural 
paper are accomplish- 
ing two important and 
necessary things. They 
are enabling the banks 
with slow assets to carry 
the existing loans of 


their farmer customers for a longer 


Operations of the War Finance Corporation From 
January 4, 1921, to November 30, 1921, Inclusive 


I. Advances Granted to Assist in Financing Exports 
Under Sections 21, 22 and 24 (Par. 2) to Nov. 30, 1921, 
Inclusive* 


Commodity Amount 


$11,500,000.00 
3,591,369.77 
28,422,373.21** 


Meat products 
Condensed milk 
Textile products 

Sheet steel 

Copper 

Sugar-mill machinery 
Agricultural machinery 
Railroad equipment 


500,000.00 
2,925,000.00 


$51,524,209.34*** 


*Section 21 was added to the original War Finance Corporation Act 
by the act of March 3, 1919, and Sections 22 and 24 by the Agricultural 
Credits Act of August 24, 1921. 

**Does not include advances aggregating $19,847,626.79 originally 
— for and approved under Section 21 for export purposes, and 
subsequently withdrawn by the applicants and resubmitted and approved 
as advances for agricultural purposes under Section 24. 

***Of the total amount $38,847,739.57 represents advances approved 
subsequent to August 24, 1921. 


II. Advances Granted For “Agricultural Purposes” 
Under Section 24 (Par. 1.) to Nov. 30, 1921, Inclusive* 


Commodity Amount 


$15,000,000.00 
22,492,426.79** 
Live stock 12,553,111.60 
Sugar beets 
Rice 


$82,023,006.05 


*Section 24 was added to the original War Finance Corporation Act 
by the Agricultural Credits Act of August 24, 1921. 

**Includes advances aggregating $19,847,626.79 originally applied for 
and approved under Section 21 for export purposes, and subsequently 
withdrawn by the applicants and resubmitted and approved as advances 
for agricultural purposes under Section 24. 


III. Summary of Advances Granted for Export and 
Agricultural Purposes Under Sections 21, 22 and 24 
to Nov. 30, 1921, Inclusive 


To cooperative associations...... 
To banking and financing institutions 
To exporters 8,699,608.89 


$133,547,215.39 


$52,400,000.00 


with slow assets so that they can 


being strengthened, 
confidence is naturally 
engendered and there is 
encouragement to go 
ahead with business in 
the normal way. 

The following ex- 
tract from a circular 
letter, recently sent out 
by a bank in Iowa, fur- 
nishes a concrete illus- 
tration of one of the 
ways in which funds 
advanced by the War 
Finance Corporation 
are helping to meet the 
needs of agriculture 
during this difficult pe- 
riod: 

“This bank was one of 
the first in the state to ap- 
ply for and receive funds. 
We have granted and have 
received an advance of 
$100,000. * * * This 
money coming now relieves 
the pressure, and the peo- 
ple of this county, our 
customers, get the benefit. 

“This bank stands first 
for safety. Safety does 
not lie in forced selling of 
farm products on _ the 
present market. Rather, in 
the opposite direction. 

“By use of this money 
this bank is in position to 
waive payment for the 
present of notes owed to 
us by our good farmer 
customers, and we gladly 
do so. ‘ 

“As a customer of this 
bank, if your notes are 
due or coming due soon 
and to pay the same means 
that you must sell corn or 
oats at present prices or 
that you must sell unma- 
tured live stock, don’t do 
it. Come into the bank 
and we will renew your 
notes, asking only the 
same security and rate we 
have heretofore; and we 
may advance some addi- 
tional money if your situ- 
ation justifies. This refers 
strictly to farming and live 
stock operations, and not 


to land buying or purchasing of outside 
securities, or promotions. * * 


period, thus removing the necessity 
for forced liquidation. They are 
also putting many of the banks, 
especially those which are in good 
financial condition, in funds for 


“carry on” with their old agricul- 
tural loans and at the same time it 
is helping many of the stronger 
banks to do new business which, 
without such help, they could not 


“Again referring to the War Finance 
money. This money was intended for 
the use of the farmer in the present 
emergency and this bank is doing all in 
its power to see to it that our farmer 
customers do in fact get the benefit.” 


Dried  1,250,000.00 
180,000.00 
145,600.00 
General agricultural purposes.................. 24,417,467.66 
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Cooperation of Bankers 


The results already obtained in- 
dicate clearly that the right methods 
have been adopted. But if the work 
of the Corporation is to be fully 
effective it must have the hearty co- 
operation of the whole banking fra- 
ternity. The ultimate success of 
the activities of the Corporation de- 
pends, in no small measure, upon 
that cooperation. 

Bankers generally have shown a 
very sympathetic interest in what 
the Corporation is trying to do, but 
the local institutions in many sec- 
tions have not taken full advantage 
of the facilities offered. With the 
approval of the board of directors, 
I recently asked the presidents of 
the state bankers associations to 


designate committees, representing 
their organizations, to assist the lo- 
cal agencies of the War Finance 
Corporation in making available to 
banking institutions generally, and 
especially to the country banks, in- 
formation regarding the powers, re- 
sources and requirements of the 
Corporation, as well as the proce- 
dure that should be followed in 
making applications for advances. 
Already many of these committees 
have been appointed and are ac- 
tively at work. They are not only 
aiding the agencies in disseminating 
information regarding the work of 
the Corporation, but they are also 
urging the members of their organ- 
izations to canvass the needs of the 
agricultural interests in their com- 
munities and to consider how they 
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may cooperate in making effective 
the powers and resources so lib- 
erally provided by the Congress. 

The more of this kind of coopera- 
tion the Corporation can get, the 
more productive will be its efforts. 
The suggestion that bankers should 
consider not merely the needs of 
their own customers, but the needs 
of the community as a whole may 
involve a departure from the usual 
banking practice, but the bankers 
of America have always responded 
to the requirements of the public 
interest, and I am confident that the 
members of the American Bankers 
Association will do everything in 
their power to aid the War Finance 
Corporation in carrying out the re- 
sponsibilities imposed upon it by the 
Congress, 


No Settlements on Pre-War Basis 


die New York Times on De- 


cember 31, printed an article 

dealing with attempts made 
by German debtors to settle their 
pre-war American obligations in 
paper marks, now valued at about 
one-half cent each, the debts being 
contracted when the mark had a 
dollar value of 23.3 cents. The 
article carried word from Washing- 
ton that the government intends to 
insure fair play for American 
creditors. In addition to the atti- 
tude of the government in the mat- 
ter, it is receiving the close attention 
of the Commerce and Marine 
Commission of the American 
Bankers Association. 

In local banking quarters it is 
not generally believed that a large 
percentage of our German creditors 
will seek settlement of their obliga- 
tions on the present basis of the 
paper mark. 

On the other hand, should such 
an attempt be made, attention is 
drawn to the fact that alien enemy 
property now in the hands of the 
American Alien Property Custo- 
dian amounts to roughly $400,000,- 
000. Pre-war claims of Americans 
against Germany are estimated at 
$60,000,000. Quoting “a respon- 
sible government official,” the 
Times said: 


“American creditors not paid in 
full will be among the preferred 
class of claimants when the matter 
of the disposition of alien enemy 
property held by the United States 
government is taken up for consid- 
eration and adjustment. If an 
American claimant is not offered 
full payment of his just claims all 
he has to do is to refuse to accept 
payment in depreciated German 
marks, and the American govern- 
ment will see that he is a preferred 
claimant when it comes to disposing 
of the ex-German property held 
by the Alien Property Custodian.” 

Before the war it was customary 
for American banks doing an ex- 
change business to keep large mark 
balances in German banks. These 
were secured at rates ranging from 
17 to 23.3 cents per mark. With 
the mark quoted today at approxi- 
mately one-half a cent, a settlement 
on the paper mark basis would 
mean the loss of a big sum to 
American purchasers of pre-war 
German exchange. 

British and French banks have 
had their balances settled on the 
basis of the pre-war mark, and it is 
the general feeling that similar set- 
tlement will be made of American 
balances. 


Under the Versailles treaty the 
United States had the option of 
adopting the clearing house scheme 
contained in Part X, Section 3, of 
that document. The option has ex- 
pired because of the unwillingness 
of our government to accept the 
full responsibilities provided by it, 
but a settlement may be effected at 
a pre-war rate under Part X, Sec- 
tion 4, of the Versailles treaty. 
This makes German property held 
by the American Alien Property 
Custodian a security for the pay- 
ment of just American claims. 

As the matter now stands, the 
consensus of opinion is that action 
must be taken by Congress in rela- 
tion to the disposition of the prop- 
erty held by the Alien Property 
Custodian to protect these Ameri- 
can interests. Legislation govern- 
ing the matter will doubtless in due 
course emanate from the Depart- 
ment of State, although as yet no 
such public steps have been taken 
in that direction. Banks and indi- 
viduals having pre-war mark bal- 
ances have a vital interest in the 
situation, which must, of course, be 
presented to the proper authorities, 
including members of Congress, 
when the matter comes up for 
action. 


Will It Lower the Cost of Kixina? 


By WILLIAM McCARROLL 


Member Executive Committee of Chamber of Commerce of the State of New York 


Why the New York State Barge Canal, On Which Has Been Spent 
$167,000,000 Has Not Yet Fulfilled the Intentions of Its Sponsors 


ILL the New York State 

Barge Canal System, which 

the people of the Empire 
State have paid $167,000,000 to 
complete, lower the cost of living 
in the east; will it help the farmer 
of the middle west in getting his 
produce to seaboard at reduced 
rates; will it relieve the conges- 
tion at the Port of New York, 
which has for years cramped the 
facilities of the railroads and which 
has caused ship- 
ping costs to 
mount higher and 
higher ; will it, in 
a word, fulfil the 
great economic 
function that its 
sponsors in- 
tended? 

These questions 
generally may be 
answered in the 
affirmative. The 
old Erie Canal, 
the predecessor 
of the present 
barge canal, for 
years successfully 
performed these 
services. There 
are a few condi- 
tions, however, in 
the rebuilt canal 
that are novel and newandwhich are 
retarding a return to “normalcy.” 
In the first place, the canal was com- 
pleted during the war and as all of 
the energies of the country were 
being directed to winning the war, 
the canal, on being taken over by 
the government, was not made the 
factor that it otherwise would have 
been. Then again, the boats that 
were being built by the United 
States Government (and the gov- 
ernment was dominating all of the 
shipbuilding at that time) were for 
transatlantic service rather than 
inland waterways. Consequently 
the available tonnage for the new 
canal was small. 

Shippers who have been using the 
canal the past year are pleased with 


results. Companies engaged in the 
transportation business on the state 
waterways during the past year, 
when Federal control was released, 
have made profits, and on the whole 
are understood to be fairly pros- 
perous. The terminals and other 
facilities provided by the taxpayers 
of the state of New York were ade- 
quate to handle ten to twenty times 
the traffic which was moved, and one 
company, which took over barges 


Tug and Steel Barges Entering Lock—Capacity of Single Barge 450 Tons 


and boats built and operated by the 
United States Shipping Board, was 
offered ten times more tonnage than 
it could accept. 

The water supply source at pres- 
ent available for the canal is suf- 
ficient to support a business of more 
than 20,000,000 tons each season. 
The Superintendent of Public 
Works, Charles L. Cadle, conducted 
a very effective campaign during 
the year as to the advantages of 
shipping by canal. The result of 
this work was evidenced by the 
huge traffic which was offered, but 
which, because of the absence of an 
ample number of barges, could not 
be carried. And the lack of barges 
alone prevents the canal from be- 
coming one of the most successful 
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inland water routes in the world. 

Here is a canal extending from 
the Great Lakes to the Atlantic 
seaboard and which has _ been 
eighteen years in the course of con- 
struction. It is one of the engineer- 
ing marvels of America. It is espe- 
cially well equipped; the locks will 
for all time be monuments to Amer- 
ican engineering skill. Still the 
canal is not now fulfilling the inten- 
tions of its sponsors. This is the 
only country in 
the world in 
which there 
would have been 
built a waterway 
at such a tre- 
mendous cost 
without some pro- 
vision being made 
with operators for 
boats to utilize it. 

Boats are all 
that is required. 
The canal is there, 
the traffic is there 
to make the pro- 
ject highly profit- 
able to concerns 
with _ shipping 
experience and 
ready capital. But 
for one reason or 
another capital, to 
date, has not realized the profit- 
making possibilities afforded by the 
new canal; or, in other words, has 
not availed itself of the opportu- 
nities there presented. And at the 
moment this is the essential require- 
ment to fulfil the expectations of 
the founders of this great water- 
way. 

It is only by the accomplishments 
of the past that the future may be 
reckoned. The old Erie Canal, it 
will be recalled, brought New York 
to the position of the leading Amer- 
ican port. In 1825, when the Erie 
Canal was completed (it is interest- 
ing to note that the movement to 
build the Erie Canal was suggested 
by the Chamber of Commerce of 
the state of New York prior to 
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1800), New York was outranked by 
Philadelphia, Boston and Baltimore 
as a port. In 1845, twenty years 
later, New York was far in the lead, 
due principally to the canal. Grain, 
which formerly went by way of 
Boston and Montreal, was the chief 
commodity then shipped by the 
canal. In the years when New 
York attained its preeminence the 
value of goods carried on the canal 
was greater than the exports of the 
entire state of New York. 


Tolls Abolished 


The old Erie Canal was a huge 
success from its very inception, and 
in 1883 all tolls were abolished and 
goods came through the canal with- 
out charge, as is the case today. 
The state at that time had made 
$42,000,000 of profit out of the old 
Erie Canal, that is, $42,000,000 over 
and above the cost of the canal. If 
interest at 6 per cent. is compounded 
on this, as a capital sum, the striking 
fact stands out that New York 
State has already received an 
amount that has reimbursed the 
state for every dollar it has spent on 
the canal and that it now has the 
canal free and clear. At that time 
the canal was capabie of carrying 
perhaps 7,000,000 tons of freight a 
year and more than 5,000 canal 
boats were in the service. Now the 
total registration of boats of all de- 
scriptions, exclusive of tugboats, is 
about 1,200. 

So intense was the canal traffic 
in the early eighties that the rail- 
roads regarded the canal as a “foe” 
which would have to be eliminated. 
The carriers lowered freight rates 
to such a point that they actually 
lost money on this type of busi- 
ness. We all know, too, how the 
rails acquired virtually all of this 
through-grain business and how the 


canal subsequently was eliminated - 


as a factor in moving that freight. 
We are not condemning the roads 
nor are we condoning the methods 
of competition which were gen- 
erally prevalent in business at that 
time—we have progressed much 
since then. 

Railroads are not able to compete 
on a fair basis with water-carried 
freight. The canal today is carry- 
ing freight, eastbound, at 30 per 
cent. less than the prevalent rail 
rates. Westbound traffic is being 
handled at almost 40 per cent. under 
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rail rates and in some cases this 
amounts to 50 per cent. A striking 
illustration of the economy of water 
transportation is the present rate on 
coal between Buffalo and Duluth— 
50 cents a ton. It costs more to de- 
liver coal from the railroad yards in 
New York City to an apartment 
house in the Bronx, especially when 
rehandling is involved. 

All boats in the canal service to- 
day successfully pass through the 
canal and its locks. There are no 
delays. Some of the boats in the 
service can carry as much as 83,000 
bushels of oats, which would re- 
quire seventy-five freight cars to 
move. The draught of the entire 
canal is twelve feet in depth, and 
this is sufficient to allow the largest 
of the barges and steamers a suc- 
cessful and speedy passage. Last 
year, while the Federal government 
was still in charge of the canal, 
891,221 tons were carried by barges 
on the Erie or barge canal. The 
figures for 1921 are not completed, 
but up to December 3 the total car- 
ried was 966,049 tons. 


Grain Elevators 


Next year the Superintendent of 
Public Works of the State of New 
York will have the grain elevator 
in Gowanus Canal, in the heart of 
New York Bay, in operation. Con- 
sequently a large increase in this 
type of business is expected. Barges 
will draw up to the elevators, un- 
load mechanically, and return for 
additional cargoes. Ocean-going 
steamers on the other side of the 
elevator will be mechanically loaded 
and depart abroad. This will 
greatly reduce the cost of handling 
grain in New York City and when 
more barges are available New York 
City will quickly take its place as 
the largest exporting point for grain 
in the United States. The new ele- 
vator is built on the unit system and 
can be enlarged whenever demand 
justifies the erection of additional 
elevators. 

It is well to point out that the 
United States has always frowned 
upon Federal appropriations for the 
Port of New York and that the 
present canal, as well as its prede- 
cessor, was built solely from money 
of the state of New York. The 
United States in the past 100 years 
has appropriated only one-tenth of 
what France expended in a similar 
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period for the development of wa- 
terways. Continental Europe has 
always been alive to the possibilities 
of water routes, especially on low- 
grade, bulky commodities. The 
Port of New York and the canal 
are really properties for the nation, 
and in their improvement and de- 
velopment the United States as a 
whole will benefit just as much as 
New York. This inland water route 
and this port were gifts of nature 
and were intended to be developed. 


Canal and the Port 


In discussing the future possibili- 
ties of the canal, DeWitt Cuyler, 
chairman of the advisory board of 
the American Railway Executives, 
recently said that it will take ten 
years of work and five billions of 
dollars to put the railroads of the 
country back to a normal basis. 
The population has grown greatly 
throughout the land, new cities and 
industries have been built up, and 
yet during a period of seven years 
hardly an additional mile of rail- 
road trackage has been laid. 

If it were not for the fact that 
Europe, because of her depreciated 
exchange, cannot buy in this mar- 
ket, the carriers would again be 
facing a crisis, as the roads would 
not be able to handle the business. 
In view of this condition, and the 
admitted economy in transwater 
shipment, no doubts can be seriously 
entertained as to the ultimate fu- 
ture of the barge canal. I, for one, 
do not believe that the people of the 
state of New York will allow the 
barge canal, upon which they have 
spent so much, to fail through the 
inability to obtain boats to utilize 
this waterway. 

In connection with the canal and 
its future a word might be said 
about the Port Authority now op- 
erating in the Port of New York 
through a treaty passed by the states 
of New York and New Jersey. The 
port is now being scientifically de- 
veloped and the control unified. 
Costs of doing business in the port 
will be greatly reduced when the 
comprehensive plan now under con- 
sideration by the two states is 
adopted. 

The new Port of New York, for 
it will really be a new port, will 
have all of the facilities and con- 
veniences that the great ports of the 
world possessed years ago, that is, 
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Typical Fleet of Boats, Loaded with Nitrate of Soda, Going West 


Hamburg, Antwerp and Liverpool, 
none of which is an ocean port, but 
which have attracted commerce 
from the world because of the facili- 
ties they offered to shippers. Ports 
abroad are developed with care, in- 
telligence and foresight, and the 
governments aid, realizing their im- 
portance to -the business of the 
country. An example of the devel- 
opment of the foreign ports is af- 
forded in the case of Marseilles, 
which is only one-sixth the size of 
the Port of New York, but which 
can handle 1,500 tons of freight 
over each one foot front of wharf- 
age as against New York’s 150 tons 
over the same frontage. 

With this new Port of New York 
equipped with modern facilities, 
with a belt line railroad connecting 
all of the piers, the barge canal will 
- have one of its greatest assets as its 
eastern terminal, where barges, 
heavily laden, from middle-western 
inland ports will be able to dis- 
charge their cargoes automatically 
and at greatly reduced costs before 
starting on their return trips with 
bulk goods manufactured in the 
east. At that time, and it is not 
very distant, there will be ample 
fleets of boats operating on the 
canal. Then the canal will fulfil 
the expectations of its sponsors as a 
vital link between the ports of the 
Great Lakes and the seaboard, and 
will more than repay the state for 
the vast amount of money that it 


has expended to make this water- 
way possible for the use and inter- 
ests of the country, be it said, as 
well as for New York. The state 
of New York in the construction 
and maintenance of this barge canal 
has led the way in the development 
of inland waterways which our 
country needs, and in which it 


should energetically follow. In 
doing that it has done what is no 
less, perhaps more, important. It has 
shown how it ought to be done, 
namely, by its own money for its 
own waterways. That is good, true 
doctrine and policy for our national 
government—‘American money for 
American waterways.” 


Deaths at Grade Crossings 


The alarming increase of accidents 
to automobilists at railroad crossings has 
aroused the transportation lines to the 
point where they have combined to edu- 
cate the careless driver. According to 
statistics compiled by the Interstate 
Commerce Commission, there were 4,718 
persons killed and 13,644 others injured 
in automobiles at these crossings in the 
United States in the four years 1917 
to 1920. In 1920 alone there were 1,273 
persons killed and 3,977 injured in the 
country from the same cause. Referring 
back to the Commission’s statistics, it 
is found that there were 26,536 casualties 
of all kinds at railroad grade crossings 
(this includes accidents involving persons 
in teams, street cars, automobiles and 
other vehicles and pedestrians) in the 
four years 1917 to 1920. About 69 per 
cent. of these casualties were motorists. 

From another angle, the statistics 
show that in 1917 the casualties involv- 
ing automobiles were 4,083. In 1920 they 
were 5,250. This is an increase of 28 
per cent. Last year there were 9,211,295 
automobiles registered in the United 


States. This was an increase of 85 per 
cent. over the number registered in 1917. 

Figures are not yet available for 1921, 
but indications are that automobile cas- 
ualties will be in excess of those of 1920. 
The fight against the increase will be 
made in 1922 and from then on a gradu- 
al reduction is looked for. 

A few months ago the American Rail- 
way Association created a section of its 
activities to be known as the Safety Sec- 
tion. This national organization is plan- 
ning to throw its whole strength behind 
the work of the Grade Crossing Acci- 
dent Prevention Committee of the Safety 
Section. This committee, of which John 
T. Broderick, Superintendent of the 
Safety Department of the Baltimore 
and Ohio Railroad, is chairman, plans to 
reach as many automobile owners and 
drivers as is possible and point out to 
each that a railroad crossing is as safe 
as the junction of any two highways 
in the country, provided the automobilist 
will stop, look and listen before ventur- 
ing across the rails. 


x 


Foreign Exchange Under Depreciated Paper 


A Criticism of Cassel’s Doctrine of Purchasing Power Parity 


By JOHN H. WILLIAMS 


Economist of the Economic Policy Commission of the American Bankers Association 


HE Economic Policy Com- 
mission of the American 
Bankers Association has taken 
as the main feature of its program 
for the current year the study of 
the group of international economic 
problems which have grown out of 
the war. The present paper is the 
first of a series which will appear 
in the JoURNAL at intervals during 
the year and which will indicate 
briefly the progress of the investiga- 
tion and the principal conclusions 
reached. 


Restraint Upon Imports 


It is the commission’s belief that 
no set of problems now before the 
country is of more concern to Amer- 
ican bankers, or more in need of 
thoroughgoing, dispassionate in- 
vestigation than the international 
financial and commercial questions 
which are now troubling the world. 
There are before the present Con- 
gress two bills which are of great 
importance to the United States and 
Europe, but which, on the surface 
at least, are mutually contradictory. 
The permanent tariff bill, if it should 
result in a substantial increase in 
protection, would operate as a re- 
straint upon imports. The debt- 
refunding bill, on the other hand, 
in the form recommended by the 
Senate Finance Committee, would 
require the immediate payment, in 
semi-annual instalments, of the in- 
terest (now amounting to about 
$550,000,000 a year) upon the cred- 
its advanced during the war and 
early post-war periods by our gov- 
ernment to the Allied governments. 
Assuming that Europe could now 
undertake this extra burden, these 
payments would in the last analysis 
take the form of increased imports 
into the United States. They 
would probably bring about the dis- 
appearance of our export balance 
which has been long predicted as 
the logical eventual outcome of our 
new international creditor position. 
How to reconcile these two prob- 
lems—tariff policy and interest pay- 
ments—in such manner as will best 


serve the interests of America with- 
out doing injury to Europe, our 
principal debtor and best customer, 
is one of the major economic ques- 
tions now facing this country. 
Debt-refunding and tariff policy 
are but two aspects, however, of the 
present international tangle, and 
their solution must rest upon a 
proper understanding of the numer- 
ous other phases of the situation, by 
which they are themselves affected, 
and upon which they will in turn 
exercise a powerful influence. Since 
the war the world has been in a 
state of economic instability never 
before witnessed on a similar scale. 
Most of the important countries are 
still off the gold standard, the for- 
eign exchanges are depreciated and 
are subject to violent fluctuations 
which injure foreign trade and ren- 
der hazardous the extension of 
credits. Gold has been pouring in 
unprecedented volume from the 
paper standard countries that need 
it most to the United States, which 
even before the post-war inflow be- 
gan had nearly one-third of the total 
gold monetary stock of the world. 


Greatest Experiment 


Moreover, at a time of unprece- 
dented disturbance and confusion 
there has been undertaken the great- 
est experiment in _ international 
finance which the world has ever 
seen. The German reparation pay- 
ments, if carried through without 
very substantial reduction in amount 
and radical changes in method, will 
probably exert a greater influence 
upon the trade of the world in the 
next generation than any other 
single factor. The effects of the 
payments upon the payer and payee 
countries, their influence upon the 
foreign exchanges and the whole 
system of world banking and mone- 
tary relationships, their probable ef- 
fects upon foreign trade and upon 
commercial policy here and in 
Europe, the study of possible alter- 
natives to the present program both 
as to method and amount of pay- 
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ments—questions of this nature re- 
quire the most careful consideration 
in all the interested countries. 


Future Trade 


Finally, there is the problem of 
the future of American foreign 
trade, its volume and importance in 
this post-war period compared with 
the pre-war period, its relation to 
domestic business, to foreign invest- 
ment of American capital, and to 
the progress made during the war 
in foreign trade financing in dollars. 
The spectacular expansion of our 
foreign trade induced by the war 
has been followed by an equally 
spectacular decline. Both on the 
rise and on the fall the tendency has 
been to overstate our foreign trade 
situation and its possibilities. There 
is in many quarters at present a be- 
lief that for the United States for- 
eign trade is, and will long continue 
to be, an economic mistake—Amer- 
ican business should stay at home. 
On what does this attitude rest? 
Is this conclusion justified by the 
trend of events or by our new eco- 
nomic and political relations? It 
has recently been computed that the 
decline in the quantity of exports in 
the first nine months of this year 
was but 6 per cent., or in other 
words, that the falling off in for- 
eign trade this year has been for the 
most part merely the expression of 
falling prices. The volume of our 
foreign trade in 1921, in spite of 
declines this year and last, has still 
been about one-fifth greater this 
year than the yearly average for 
1911-14. 

This entire group of problems re- 
quires as a preliminary to their in- 
telligent consideration a sound doc- 
trine of foreign exchange. At the 
Brussels financial conference of 
September, 1920, Dr. Gustav Cassel 
of Sweden undoubtedly made a pro- 
found impression by his paper on 
the “purchasing power parity” doc- 
trine which had already become as- 
sociated with his name. And since 
that time the writings on interna- 
tional financial questions on both 
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sides of the Atlantic have strongly 
reflected his views. 

Professor Cassel believes that the 
present condition of depreciated ex- 
change is due entirely to relative 
price inflation. If, for instance, 
prices rise from 100 to 320 in Eng- 
land and from 100 to 240 here, the 
pound will depreciate 25 per cent. 
in terms of dollars. If the rate was 
formerly $4.86 per pound it will now 
be $3.65, and this rate will be the 
“purchasing power parity,” since at 
this rate the two moneys will have 
equal purchasing power. Price in- 
flation in each country is deter- 
mined, says Cassel, by the quantity 
of money and of goods; the funda- 
mental cause of high prices, and 
thus of depreciated exchange, is the 
fact that the European countries 
have been financing themselves by 
reckless issues of inconvertible 
paper money. 


Quantity Theory 


It is unnecessary to discuss Cas- 
sel’s version of the quantity theory 
of money, which is more rigorous 
than that held by most advocates of 
the quantity theory today. Without 
assenting to his version of the the- 
ory, I emphatically agree that the 
multiplication of paper money in 
Europe has been a fundamental 
cause of high prices, and also one 
of the fundamental causes of depre- 
ciated exchange. Since the Bullion 
Controversy of 1810 it has been 
part of the accepted teachings of 
economics that the excessive issue 
of inconvertible paper money causes 
its value to depreciate. Indeed, in 
J. S. Mill’s chapter on “The Influ- 
ence of the Currency on the Ex- 
changes,” written over seventy 
years ago, there is a striking pas- 
sage which contains practically the 
whole of Cassel’s doctrine of pur- 
chasing power parity. It is indeed 
a sad commentary upon the mem- 
ory of man that a doctrine not es- 
sentially different from that freely 
and repeatedly expounded in every 
period of paper money since the 
Napoleonic Wars should in this 
most recent period have impressed 
the financiers of two continents as 
a new and profound discovery. 

Though containing a familiar 
half truth, as an explanation of the 
forces that govern exchange rates 
when countries are trading on a 
paper basis, Cassel’s doctrine is in- 
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complete and inadequate. As a 
guide for financial policy it is dan- 
gerous. He dismisses as an unim- 
portant and merely temporary influ- 
ence the factor of public confidence 
in a government’s ability ultimately 
to redeem its currency. Professor 
W. C. Mitchell, on the other hand, 
in his exhaustive study of our own 
greenback period, 1862-1879 (“A 
History of the Greenbacks’’), con- 
cluded that confidence in the gov- 
ernment’s credit was the most im- 
portant single determinant of the 
value of the greenback. Cassel like- 
wise dismisses as a “popular idea” 
the view that the balance of interna- 
tional payments can affect the ex- 
changes. This is a cardinal point of 
his theory. The trade balance, he 
says, is effect and not cause; it is 
governed by the general price levels 
of the trading countries, and cannot 
affect either prices or exchange 
rates fundamentally. If the actual 
rate of exchange should diverge 
from the “purchasing power parity,” 
the divergence could not be either 
marked or prolonged, because it 
would soon cause such a shifting of 
exports and imports as would bring 
the rate of exchange back to “par- 
ity” and the trade balance to a new 
equilibrium, 


In the Argentine 


Cassel’s insistence upon relative 
price levels as the sole factor gov- 
erning exchange rates is untenable, 
and his concept of a “purchasing 
power parity” is, I am convinced, a 
pure myth. There is ample evidence 
that the balance of international 
payments can affect exchange rates 
fundamentally when the trading 
countries are on a paper basis. In 
my own investigation of Argentine 
international trade under incon- 
vertible paper in the period 1881- 
1899 (Argentine International 
Trade under Inconvertible Paper 
Money,” Harvard University Press, 
1920), which offers in many ways 
a striking parallel with the present 
depreciated paper régime in Europe, 
the effect of changes in the balance 
of payments upon the exchange 
value of the peso was very striking. 
In the years 1883-5, when there 
were no issues of paper money at all 
and the gold standard had been re- 
sumed, heavy interest payments due 
to England upset the exchange 
market, drained off the gold re- 
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serves, and broke down the currency 
system. The gold standard was 
abandoned and the paper peso went 
to a heavy discount. At other times 
the balance of payments acted as 
an offset against the issues of in- 
convertible paper. In 1885-8, when 
Argentina was again increasing its 
paper money freely, the depreciation 
of the currency was greatly mod- 
erated by the fact that a heavy 
stream of capital was flowing into 
the country from Europe. This sit- 
uation was similar in effect to the 
exchange stabilization which was 
consciously practiced in the recent 
war, when sterling was pegged at 
only 2 per cent. discount by grants 
of credit by our government, the 
mobilization and return to this side 
of American securities, and other 
devices. From 1889 to the Baring 
panic of 1891 the two factors com- 
bined to hasten the depreciation of 
the currency, and the premium on 
gold mounted rapidly. Paper 
money was being issued freely and 
at the same time the interest charges 
on foreign capital were growing 
rapidly heavier. It was the latter 
factor which eventually brought 
about the collapse. As always hap- 
pens in a period of rapid monetary 
depreciation, the government ex- 
penditures continually exceeded rev- 
enue, since the latter was relatively 
fixed by the budget whereas ex- 
penditures increased from day to 
day with the rise of prices. With 
the demand for bills of exchange 
growing steadily heavier as the in- 
terest payments on the foreign debt 
grew larger, the burden on the gov- 
ernment at length became intoler- 
able. The national government, all 
the provinces, and most of the banks 
defaulted amid a general collapse. 
This was the Baring Panic, which 
had such a serious repercussion in 
England and other countries. In 
the reconstruction period which fol- 
lowed, the effect of the balance of 
international payments upon the 
foreign exchanges was again strik- 
ingly evident. From 1891 to 1895 
the quantity of paper currency was 
further increased, yet because of an 
arrangement made by the Roths- 
child Committee, representing Ar- 
gentina’s English creditors, whereby 
the interest on the foreign debt was 
made payable in funding bonds, the 
weight of these payments was taken 
off the exchange market and the 
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peso steadily improved. Eventu- 
ally, in 1899, after a succession of 
favorable international balances, 
Argentina resumed the gold stand- 
ard, redeeming its paper notes in 
gold at the market rate, which was 
then 44 cents gold per paper peso. 


Proof in the Mark 


A striking recent proof that the 
balance of payments can funda- 
mentally affect the exchanges is to 
be found in the German mark. In 
1919 a European economist pointed 
out that the value of the mark in 
foreign exchange was far below the 
value at which it passed current 
within Germany. The mark was, in 
other words, below its “purchasing 
power parity.” This economist ac- 
cordingly predicted, on reasoning 
similar to Cassel’s, that the rate for 
marks would rise. It was at that 
time at three to four cents. Far 
from improving, it has declined to 
a fraction of acent. And at no time 
during the process of its decline has 
the foreign exchange value of the 
mark been the same as its domestic 
value or shown any tendency to be 
influenced by the latter. Indeed, 
there is evidence that the relation- 
ship has been in the other direction, 
The foreign exchange value of the 
mark has had a strong influence 
upon its domestic value, the fall of 
the exchange being followed by a 
rise of prices in Germany. 


General Price Levels 


This, too, is in accord with the 
evidence furnished by other investi- 
gations and indicates clearly the 
mythical character of Cassel’s con- 
cept of “purchasing power parity.” 
Cassel’s “relative price levels” are 
general price levels. They include 
the prices of domestically traded 
goods as well as of  interna- 
tionally traded goods—the prices 
of real estate, local securities, 
wages, fixed plant, and so on. It 
is obvious that the prices of 
goods not traded between nations 
can have little effect on the 
value of currency in the foreign ex- 
change market. My own Argen- 
tine investigation, and also that 
made by Professor F. D. Graham of 
our greenback period, Internatsonal 
Trade of the United States én the 
Greenback Period, unpublished 
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Ph.D. thesis, Harvard University 
Library (in which Professor 
Graham made use of Mitchell’s 
data already referred to), indicate 
clearly that there is a very close re- 
lationship between exchange rates 
and export and import prices, but 
that general prices lag behind. In 
other words, depreciation of the 
currency is most likely to show it- 
self first in the highly organized 
foreign exchange market, and then 
to be communicated slowly to the 
more sluggish, less highly organ- 
ized general commodity market. 
This is precisely the reverse of the 
process implied in the doctrine of 
purchasing power parity. Yet there 
can be no doubt that this process 
has been going on in Germany. The 
scramble to find bills of exchange to 
make the reparation payments, 
which drew from the Reichsbank 
recently a confession that it could 
not find enough bills to make the 
January payments, has undoubtedly 
been a major factor in the rapid fall 
of the mark in the last six months. 
The fall of the exchange has been 
accompanied by a rapid rise of ex- 
port and import prices, but general 
prices have risen much more slowly 
and to a less extent. The result is 
that general price inflation in Ger- 
many could go much further than 
it has, and at the same time, if the 
balance of payments and other fac- 
tors were favorable the exchange 
value of the mark could improve 
distinctly. Had the “purchasing 
power parity” doctrine been opera- 
tive such a phenomenon would, of 
course, be impossible. 

Professor Cassel has recognized 
that in the case of Germany, and to 
a less striking degree in the other 
countries, the statistical data has 
not conformed with the require- 
ments of his theory. He _ has, 
therefore, modified his doctrine by 
pointing out that “one-sided restric- 
tions on trade” will produce a level 
of exchange rates different from the 
purchasing power parity. In a 
sense this is lugging in the adverse 
balance explanation by the back 
door. By “one-sided restrictions,” 
however, Cassel apparently refers 
only to governmental interference 
with the free workings of trade 
through war-time prohibitions or 
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limitations of certain exports and 
imports. Though this is a step in 
the right direction he seems to me 
to be still far from conceding that 
the balance of payments, independ- 
ently of changes in the level of 
prices and in other ways than 
through governmental restrictions 
on merchandise trade, can exercise 
a powerful influence on the rate of 
exchange and that this influence 
may be, and in many instances has 
been, of long duration. 


Not One Factor Alone 


It is a mistake to maintain that 
any one factor is responsible for de- 
preciated exchange. In this present 
instance, the only “fundamental” 
cause of dislocated exchange in 
Europe has been the war itself. It 
caused the European countries to 
issue inconvertible paper, and also 
to demand goods and services from 
this country in quantities far be- 
yond their ability to pay in goods or 
in gold. The paper money issues 
and the large adverse foreign bal- 
ances were but different forms of 
borrowing, one internal, the other 
external. Either carried to the ex- 
tent that it was would have been 
sufficient to cause exchange depre- 
ciation. In formulating financial 
policy at present it is of the utmost 
importance that both factors should 
be adequately considered. It is be- 
coming increasingly urgent to find 
some means of enabling the Euro- 
pean governments to balance their 
budgets in some other manner than 
by the issue of inconvertible paper 
notes. It is no less important to 
reduce to a minimum the interna- 
tional confusion produced under the 
present conditions by ill-considered 
alterations in international balances. 
That is one important reason why 
the problem of German reparations 
demands the most careful consider- 
ation. It has a significant relation 
also to our own program for debt 
refunding. Europe cannot under 
present conditions make heavy an- 
nual interest payments to this coun- 
try without those payments pro- . 
ducing important effects upon the 
state of the foreign exchanges. 
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The Business Outlook for 1922 


By THOMAS B. McADAMS 


Vice-President Merchants National Bank, Richmond 


President American Bankers Association 


While It Is Encouraging Overconfidence Should Be Avoided. United 


States Cannot Prosper With a Wall Around It. 


Solution of 


Transportation Problem Essential to Agricultural Improvement 


HE future of business and 

finance in the United States 

is encouraging, but overcon- 
fidence should be carefully avoided. 
The spirit of economy is growing 
throughout the country and, in 
fact, throughout the world, as is 
evidenced by the success of the dis- 
armament conference in Washing- 
ton, and there should be some 
measure of improvement during the 
year 1922. 

The transition period in this 
country between war and peace has 
not been pleasant, and while we 
still have before us a great deal of 
necessary readjustment, we have 
made signal progress. Our most 
irksome burdens have been light- 
ened and we are reaching the point 
where a majority of our people 
realize that easy war prosperity is 
no more and that our future de- 
pends to a great extent on the real 
hard work we do. 


No Longer Isolated 


The United States cannot live 
with a wall around her and prosper, 
and it is now time for this country 
to interest itself in the problems of 
Europe in order that the world be 
saved and American happiness, 
prosperity and security be main- 
tained. Our relationship with the 
countries of Europe is closer than 
it ever was before. This is shown 
graphically by the development of 
electricity. That development alone 
has brought us into closer contact. 
3ack in Revolutionary days it was 
thought in Virginia that the vote of 
that state was necessary to ratify the 
Constitution, and it was not until 
several days later it was learned 
New Hampshire had cast the de- 
ciding vote five days before Vir- 
ginia acted. In March, 1821, Na- 
poleon died and it was not until 
September that his death was 
known in this country. A few 


months ago Caruso died and within 
a few moments we knew of it. 


Opportunity Has Cofhe 


Some of our leading politicians 
and newspapers have been advo- 
cating that America, enjoying lib- 
erty, peace and wealth, should 
refuse to disturb or endanger that 
condition by embroiling herself in 
European discussions or endanger- 
ing her wealth and prosperity by 
extending aid at this time. That is 
the creed of the miser. I cannot 
believe that it is the spirit of this 
nation. It should be un-American. 
Certainly it is un-Christian. The 
day is past when America may sit 
by the wayside and see the rest of 
the world go by. A great oppor- 
tunity has come to this country and 
American money should be occu- 
pied to the fullest extent in helping 
Europe to help herself. The cry 
for aid from abroad is an appeal 
from humanity and must be an- 
swered in a human, Godlike way. 

I do not know just what form our 
answer is to take, but I do know 
that it lies somewhere in the soul of 
America, and at the proper time 
will be forthcoming. We may have 
to take some risk. We did that in 
1917 and we must realize that there 
may be losses when we aid the rest 
of the world. It would be no less 
than cowardly if we failed in this 
great emergency, and we certainly 
cannot be more careful now of our 
dollars than we were then of our 
manhood. Upon the way financial 
America answers this great call de- 
pends the future prosperity of man- 
kind. 

Perhaps from an educational and 
legislative standpoint there is no 
phase of American life needing 
more intelligent attention than the 
encouragement of initiative in the 
individual. Paternalism in govern- 
ment is destructive of initiative and 
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enterprise on the part of the indi- 
vidual and is to be avoided. The 
government should at all times be 
ready to cooperate and assist in the 
development of business, but it 
should direct only in those extraor- 
dinary cases where temporary su- 
pervision may be needed. The 
manner of dealing with the rail- 
roads for twenty years has not only 
seriously impaired their credit, but 
their ability to render proper service 
as well, and has put transportation 
generally in a position of subjection 
to both state and national govern- 
ments to an extent where the nor- 
mal growth of these facilities, so 
essential to prosperity, has been de- 
fectively checked. 

Under existing conditions it 
would be impossible to produce an- 
other James J. Hill, with a willing- 
ness to risk all for the purpose of 
carrying railroads into undeveloped 
districts. In recent years we have 
seen almost as many rails torn up 
as we have seen laid. Even the old- 
est portions of the United States 
are seriously handicapped for lack 
of adequate railway facilities. 


The Farmers’ Condition 


In my own state, Virginia, 40 
per cent. of the counties are inad- 
equately supplied and under exist- 
ing conditions there is no way in 
which the situation can be remedied. 
The proper solution of the railroad 
problem, therefore, must be one 
which takes into account the imagi- 
nation of a man and his ability to 
successfully overcome great diffi- 
culties, if at the end of the journey 
promises are held out to him of a 
reasonable possibility of his ultimate 
success. 

Of all our intranational prob- 
lems we have as one of the most 
important the restoration of the 
normal purchasing power of the 
farmer, which is most essential to 
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general business. The solution of 
this must be real, rather than by 
prescribing patent nostrums or by 
passing hasty legislation which may 
have a temporary stimulating effect 
and yet prove ineffective, if not 
damaging, in the long run. The 
solution of this, like all other prob- 
lems, will be the slow and intelligent 
application of sound, economic 
fundamentals so that the problem 
may gradually work out to normal 
through one step being taken only 
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after the preceding one has been 
successfully dealt with. 

Here again we find the proper 
solution of the transportation prob- 
lem most essential, if any real 
assistance may be given to the 
farmer. Lower rates to market on 
what he produces, and lower rates 
to his home on what he needs to 
purchase, will stimulate his buying 
power, his activity and his hope for 
the future. Since twenty-nine cents 
out of every dollar of revenue 
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earned by the roads in the year 
1916 was applicable as dividends 
and interest on their invested capi 
tal, this has been reduced to les: 
than one cent out of every dol- 
lar in 1920. Due to the increased 
cost of labor and other operating 
expense, it is obvious that the relief 
will come only in proportion as to 
the reduction in the cost of equip- 
ment and labor and the other items 
of expense entering into railroad 
management. 


Best Factor Is Growing Strength of Banks 


By JOHN H. PUELICHER 


President Marshall & Ilsley Bank, Milwaukee, Wis.; Vice-President of the American Bankers Association 


HE credit situation in this 
state is easier, due almost en- 
tirely to satisfactory liquida- 
tion of industrial and mercantile 
loans. Farmers’ loans are being paid 
much more slowly, but country 
banks are beginning to reduce re- 


discounts and borrowings. Dairy 
and canning industries have made 
credit conditions in Wisconsin 
stable. A considerable amount of 
War Finance Corporation money is 
coming into the state. A large frac- 
tion of farm loans will have to be 
carried into next year. 


Small Grains 


The Wisconsin crop of small 
grains is estimated to be 53,000,000 
bushels short of 1920 and 42,000,000 
bushels below the five-year average ; 
corn yield is ahead of last year’s; 
hay crop is 1,100,000 tons less than 
1920; potatoes, 21,400,000 bushels 
against 33,000,000 last year; cab- 
bage, 61,000 tons, compared with 
165,000 tons in 1920; field peas, 
665,000 bushels against 1,063,000 
bushels in 1920; sugar beets, 137,- 
000 tons in 1921 and 236,000 tons in 
1920; clover seed, 201,000 bushels 
against 338,000 bushels last year, 
and tobacco, 62,487,000 pounds, 
compared with 62,400,000 pounds 
in 1920. Conditions are reported 
exceptionally favorable for winter 
wheat and rye sown this fall. 

Textile manufacturers, especially 
hosiery, made early and rapid re- 


covery from depression. The trend 
in shoe manufacturing for the year 
has been upward, but improvement 
is very gradual—operations now 
average 80 to 85 per cent. Tan- 
neries have had a gradual improve- 
ment. October was their best 
month and the future prospects are 
good. Automobile parts and acces- 
sories have had a better year than 
was expected. A few automobile 
specialty plants have done almost as 
good business as in 1920. Machin- 
ery, machine tools and electrical ap- 
paratus have been depressed for the 
better part of the year. Revival in 
these lines has just begun, and the 
prospect looks like very slow busi- 
ness until next year. Woodworking 
factories are doing well, being de- 
pendent upon the revival in build- 
ing. Paper manufacturing has been 
better since about July. Many mills 
have large stocks of high-priced 
pulpwood on hand. Box factories 
have made a considerable recovery 
following the upward trend in other 
lines of business. The output of 
canned vegetables in Wisconsin is 
about 60 per cent. of last year’s. 
The output of butter and cheese is 
as large as last year’s. Storage 
holdings are considerably less than 
at this time last year. Cheese prices 
have recovered from low point and 
are being maintained. 

Compared with July, 1920, the 
number of men employed in Wis- 
consin industries is about 34 per 
cent. less. For the past four months 


employment has increased about 
6% per cent. Increase in employ- 
ment is largest in textiles, leather 
and shoes, food products, chemicals, 
paper and building trades. Aver- 
age weekly earnings in Wisconsin 
industries are about 27 per cent. be- 
low the peak of August, 1920. 

Milwaukee inbound freight was 
about 96 per cent. greater in weight 
in October than in April. Out- 
bound freight increased 52 per cent. 
in October over April. 

The trend is toward easier money 
rates, and there is nothing to indi- 
cate that it will not continue. The 
lift in investment securities points 
that way. 

Lower costs and probable reduc- 
tions in freight charges should en- 
able the farmers to get out of debt 
and make some money next year. 


Iron and Steel 


The iron, steel and machinery in- 
dustry is slowly recovering. This 
industry has thoroughly liquidated 
its costs and prices and should reap 
a reward of fair business in 1922, 
but this is largely dependent upon 
building construction and railroad 
orders for equipment and rails. 
Whether or not other industries 
now depressed will improve next 
year depends upon their ability to 
dispose of old stocks and bring 
down costs and prices. Good prog- 
ress is being made along these lines. 

Employment has been slowly in- 
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creasing. Whether men now out of 
work will be employed in 1922 de- 
pends upon wage agreements. 

The strong urge toward general 
reduction in transportation rates 
will probably produce results. If 
accompanied by a proportionate re- 
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duction in the wages of rail em- 
ployees, the railroads will be placed 
in a fairly good earning position. 
The strongest factor in the present 
situation is the growing strength of 
the banks. The problems of rail- 
way rates and unduly high wages 
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are in process of solution and will 
take time. Prices are irregular— 
some have fallen very low; others 
are still high—but this condition is 
working itself out, and besides, it 
is not by any means peculiar to a 
post-war period. 


Entering the Year with Confidence 


By WALTER W. HEAD 


President of Omaha National Bank, Omaha, Neb.; Second Vice-President of the 


USINESS men in this, the 
B great agricultural section of 
the country with which terri- 
tory I am most familiar, generally 
were pleased to see the end of 1921, 
for they expect to see a decided im- 
provement in business conditions in 
1922—perhaps not in the next 
ninety days, but long before the end 
of the year. 


Holding His Products 


The last few months of the old 
year have been disappointing. The 
condition of the farmer has been 
only slightly alleviated. Sufficient 
progress has not been made towards 
the equalization of prices of what 
the farmer sells as compared to his 
purchases to make him a ready 
buyer. He stilt feels a certain re- 
sentment because wages, freight 
rates and manufacturing prices gen- 
erally have not suffered the same 
readjustment as the prices of his 
products. He is determined, and 
tightly, too, to continue to hold his 
products for better prices, and at 
the same time refuses to buy any- 
thing except the absolute necessi- 
ties. In those communities where 
there is a vigorous leadership ad- 
vantage is taken of the means of- 
fered, through the War Finance 
Corporation, for the relief of the 
farmer and ranchman. 

Poultry and dairy farmers are 
relatively well off. The number en- 
gaged in this business, however, is 
comparatively small. There is a 
great deal of propaganda advo- 
cating a reduction of corn acreage 
for the coming season and the hold- 
ing of the present crop wherever 
possible, 
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The farmer who has been able to 
finance live stock feeding operations 
is making money and will continue 
to do so on the present price of 
corn. 

There can be no substantial im- 
provement in the situation of the 
retail merchant until the farmer’s 
problem is solved. Retailers have 
had only a fairly successful holiday 
season, perhaps as successful as 
conditions warranted, but not quite 
they had _ hoped 
The quantity of goods ex- 


as good as 
for. 
ceeded that of a year ago, but 


the volume in dollars was _ less. 
Merchants in this section bought 
heavily of winter goods for the 
seasons of 1920 and 1921. Many 
of these purchases were car- 
ried over with the belief that they 
could be better disposed of this sea- 
son. The mild open fall and early 
winter made it necessary for the 
merchant to dispose of this class of 
goods at a loss. New inventories 
will evidently disclose that in most 
cases very little progress has been 
made during 1921. The result will 
be that some of the weaker mer- 
chants will retire from business 
during the early part of the year. 


Should Make Money 


The merchant who has been in 
business long enough to know how 
to adjust himself to present condi- 
tions is doing a fair volume of busi- 
ness and should make money this 
year. There is no doubt but what 
the good merchant will survive, but 
those who came into business dur- 
ing the period of inflation will very 
likely be eliminated. 

On the whole, stocks of goods are 


low, particularly spring and sum- 
mer goods. Advance orders for 
spring delivery are being placed 
sparingly, so sparingly that if spring 
business is reasonably good mer- 
chants will have to go to market 
to replenish their shelves soon after 
the season opens. Where the 
wholesaler is asking an advanced 
price retailers refuse to buy until 
the old stocks are completely ex- 
hausted, and then only in small 
quantities. 


Collections 


Collections on the whole are 
good, particularly where credit de- 
partments are properly conducted 
and the necessary discrimination 
has been made between the real 
merchant who is intelligently meet- 
ing present conditions and the poor 
merchant who is not fitted to 
weather the storm. The elimina- 
tion of the latter will not be an un- 
mitigated loss to the public. 

The strike of packing house em- 
ployees has continued for a period 
longer than was expected when it 
began. The present attitude of the 
employees indicates that they are 
losing the strike and know it. 

Through the efforts of the com- 
mission houses in discouraging 
shipments, receipts of live stock 
have been held down and as a result 
the strike has not depressed prices 
seriously, if at all. 

On the whole, we are entering the 
new year with a very decided feel- 
ing that the worst is past and that 
the confidence, spirit and energy 
with which our problems are being 
dealt will in time satisfactorily dis- 
pose of them, 
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Conditions Gradually Getting Better 


By J. A. HOUSE 


President Guardian Savings and Trust Company, Cleveland; President Trust Company Division, 


and business activities in the 

Fourth Federal Reserve Dis- 
trict leads directly to the statement 
that conditions are gradually get- 
ting better. We say gradually be- 
cause, in our opinion, under existing 
conditions any change must neces- 
sarily be slow. A rapid return to 
normal conditions is blocked so long 
as the many questions which have 
a vital and determinative bearing 
upon the situation remain unsettled. 
Just as fast as we solve these prob- 
lems in a practical way we may 
count upon a steady and certain ap- 
proach to normal business and 
financial activity. 

The unsettled, chaotic conditions 
in finance and politics in Europe and 
the unfavorable exchange situation 
existing not only in Europe but in 
all the countries with which the 
United States transacts business, 
must be remedied. Future develop- 
ment and prosperity among our 
farmers, manufacturers and mer- 
chants are directly and indirectly 
affected by these conditions. 

Labor, too, must bear its fair 
share in future deflation, which 
must take place before we can get 
back to normalcy. It is apparent, 
therefore, that strikes for higher 
wages are certainly not in keeping 
with the present order of things. In 
fact, they only tend to keep the in- 
dustrial situation unsettled, and this 


American Bankers Association 


naturally prevents stabilization of 
prices and hampers increased pro- 
duction and sales. 

It is necessary for Congress to 
place upon the nation’s statute 
books fair and equitable tax laws 
that will enable business to go for- 
ward and that at the same time will 
encourage the flow of capital 
through channels which mean in- 
vestment—and not, as now, through 
channels of non-taxable, non-pro- 
ductive securities. Moreover, the 
credit of our railroads must be re- 
stored and Congress should 
promptly pass the railroad bill. 
funding the obligations of the roads 
to the government. 

In the Fourth Federal Reserve 
District, which is dependent upon 
iron and steel, coal mining, rubber 
manufacturing and water transpor- 
tation, activity in shipping and pro- 
duction at present continues on a 
low percentage. Business in gen- 
eral, however, is showing a slow but 
gradual improvement, and there is a 
widespread feeling among bankers, 
manufacturers and dealers that the 
bottom was reached some months 
ago and that, therefore, we may 
now expect a gradual resumption 
in all important lines of industry 
and finance. 

Recent operating and _ financial 
reports from numerous plants in 
this section reveal improved condi- 
tions. Although production in 


general shows little increase, in- 
ventories of finished goods and raw 
materials have been considerably re- 
duced, bank obligations diminished 
and costs cut. The large rubber 
companies announce slight increases 
in their working forces to meet 
spring demands. Production in steel 
continues low, but there is promise 
of improvement after the first of the 
year in anticipation of spring de- 
mands. Ore shipments to _ local 
docks this season totaled 22,300,000 
tons as against approximately 58,- 
000,000 tons in 1920, but a smaller 
amount of ore remains on the docks 
now than at this time last year. 

There has been a considerable 
liquidation of so-called “frozen 
credits,” and indications point to 
continued liquidation and steady 
improvement in this respect. Many 
companies have come into the mar- 
ket for long-time funds, issuing 
bonds, the proceeds of which are 
being used to pay bank loans. This, 
of course, eases the general credit 
situation. At the same time there 
is a reasonably active demand for 
money at fair rates of interest. 

Conditions in this section of the 
country, I believe, indicate that our 
business men in almost every line 
of industry and trade are set to take 
immediate advantage of increased 
demand and opportunities which 
they are hoping for and anticipat- 
ing. 


Seattle Rapidly Approaching Normal 


By RAYMOND R. FRAZIER 


President Washington Mutual Savings Bank, Seattle; President Savings Bank Division of the American Bankers Association 


USINESS conditions in Seattle 
B and the Puget Sound District 
are rapidly approaching the 
normal. 
Supply and demand in the lumber 
trade are about equal. The surplus 


is normal. Oriental demand has 
been brisk during the past three or 
four months and there is no indica- 
tion of its slackening. The Austra- 
lian market, which has been dor- 


mant, is opening up. The railroad 
market, while still slow, is improv- 
ing. The yard demand throughout 
the eastern part of the United States 
has been unusually good. Stocks 
on hand in eastern yards are small 
and the demand has been nowhere 
nearly taken care of. 

Intercoast business during the 
first six months of 1921 was double 
that of the entire year 1920, the 


shipment during 1920 being 49,- 
000,000 feet, as compared with 
98,000,000 feet for the first six 
months of 1921. The Oriental ship- 
ments for 1920 were 78,000,000 
feet, while during the first six 
months of 1921 they were over 
90,000,000 feet. 

For local consumption the mills 
are cutting about 65 per cent. of 
normal and the logging camps are 


498 

| 

4 


January, 1922 


running about 60 per cent., this lat- 
ter condition being due in part to 
heavy rains in the mountains which 
has caused washouts, thus crippling 
logging operations. There is a 
shortage of logs on hand and the 
indications are demand for Pacific 
Coast lumber during the spring will 
be considerably in excess of the 
available supply. 


Salmon 


Salmon, one of four leading 
products of Puget Sound country, 
has for eighteen months past been 
considered “frozen asset,” but mar- 
ket conditions are now improving. 
The pack of “pinks” and “chums” 
now on hand is about 1,600,000 
cases. During the past five months 
more than this amount has been 
sold. The pack is not more than 
one-half of last year. On account 
of extremely low prices in 1920-21, 
due to lack of foreign orders, many 
packers find themselves unable to 
finance their operations extensively 
during the coming season, so the 
supply of canned salmon will be 
greatly reduced, regardless of what 
the salmon run may be. Some 
plants will not be able to operate at 
all. Salmon at present is about fif- 
teen cents per case less than it was 
a year ago. 


Canned Milk 


Canned milk is selling now for 
thirty-five cents a case less than a 
year ago. Jobbers and retailers are 
buying in small lots with no dispo- 
sition to stock up. This is usually 
the dull season of year for canned 
milk. Bulk milk on coast is quoted 
ten cents per hundredweight higher 
than in the Central States. The 
surplus stock has practically all 
been worked off. 


Textiles 


One wholesaler and one large 
manufacturer report sales have in- 
creased 25 per cent. during last six 
months and an average of 10 per 
cent. during last year. Retailers 
are buying more liberally than in 
the fall. One wholesale house re- 
ports that while they had no orders 
at this time last year for spring de- 
livery, they now have a great many 
large orders and are running their 
factory on practically a normal 
basis. 


Retail Trade 


The volume of retail trade, from 
the standpoint of the number of ar- 
ticles or sales made, is about the 
same as this time last year, although 
the cash results are from 15 per 
cent. to 17 per cent. less, owing to 
a reduction in retail price on all 
commodities. However, the profits 
are also less, this being due to the 
fact that the overhead is still 
“geared up” to the former price 
levels and the retailers have not yet 
been able to get their overhead down 
to normal. 


Wholesale Trade 


Wholesale trade is about the same 
in volume and profit as six months 
ago. The wholesalers took their 
losses on January 1, therefore the 
business has not made very material 
changes. The indications are for 
better business in the immediate fu- 
ture. Just at this moment there are 
a great many shipments going into 
the fruit and wheat districts of 
eastern Washington, where the 


farmers have had abundant crops ° 


with fair prices. 


Foreign Trade 


Foreign trade in lumber, wheat 
and flour has greatly increased in 
the last few months, especially in 
wheat. During the season 1919-20 
the wheat shipments from Seattle 
were 842,000 bushels, while for the 
season of 1920-21 they amounted to 
4,334,000 bushels. 


Metal Trade 


The metal trade is perhaps in as 
bad condition as any branch of in- 
dustry in the Northwest, having not 
yet recovered from the falling off 
in orders which came immediately 
after the war. However, the sur- 
plus stocks are being pretty well 
worked off; the demand is light, 
but there have been no bad failures 
and many concerns have been able 
to clean up. Generally the trade 
is “keeping its head above water.” 


Bank Interest Rates 


Bank interest rates materially 
“softened” during the last twelve 
months, 1 per cent lower than at 
this time last year. Sufficient money 
to care for legitimate demands of 
business. 
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Bond Market 


The bond market changed very 
rapidly in recent months. Municipal 
and quasi-municipal bonds which 
sold three months ago to yield 7%4 
per cent. now sell to yield 5 to 6% 
per cent. The same is true with 
industrial bonds, while in high-class 
commercial paper the rate has de- 
creased from 8 per cent. to 5% per 
cent. during the year. 


Unemployment of Labor 


In proportion to the volume of 
business done, unemployment is 
about normal. It is estimated that 
from 8,000 to 10,000 men in all lines 
of trade are idle. A majority of 
these belong to metal trades. There 
is only one large project in view at 
present that will-employ any con- 
siderable number of men—the city’s 
hydro-electric plant on Skagit River. 


Fruit and Grain Production 


It now appears the 1921 fruit 
crop in Washington will for the 
first time in history exceed the 
value of the wheat crop of the state. 
Both crops have been very fine in 
1921. The wheat production 
amounted in round numbers to 
50,000,000 bushels, worth on an av- 
erage $1.10 a bushel, making ap- 
proximate receipts from this crop 
$50,000,000. The fruit crop is 25,- 
000,000 bushels of apples and about 
2,000,000 bushels of other fruit, the 
receipts from which will amount to 
a little over $50,000,000. The price 
of wheat has fallen more rapidly 
than has fruit. Immediately after 
the war, when they were receiving 
abnormally high prices for prod- 
ucts, farmers overpurchased farm 
machinery, automobiles, etc., and 
with the falling prices of farm com- 
modities find themselves in some- 
what straitened circumstances, but 
they seem to be full of determina- 
tion and are now cutting down their 
overhead to the minimum. In all 
probability the farmers of the state 
of Washington will be back on a 
normal basis earlier than in most 
parts of the country. There have 
been very few farm mortgage fore- 
closures and the indications are that 
there will not be many. 

Taken all in all, the situation in 
Seattle and vicinity is more en- 
couraging now than it has been at 
any time during the past year. 
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1922 the Year of Entry 


By JOHN G. LONSDALE 


President of the National Bank of Commerce, St. Louis; President National Bank Division, 


T is a sober responsibility that a 
banker faces when he gives ad- 
vice or opinions as to the future 

of business. Personally, I cannot 
fully subscribe to any of these “sun- 
shine movements”; neither am I a 
pessimist with a blue funk future 
and a dismal past. What we need 
in 1922 is neither of these attributes, 
but a determination to contribute 
individual effort to the utmost, hav- 
ing in mind that America has al- 
ways been greater than her greatest 
problem. 


Heads Up 


The most important contribution 
of 1921 was, and the most neces- 
sary thing to 1922 is, sane courage. 
Nothing is impossible to Americans 
with their “heads up.” 


Though the future is hopeful, the 
man who would specifically answer 
the “What of business” query, 
especially extending over another 
crop year, would be either a wizard 
or a fool. 
informed-observer” and “those-in- 
a-position-to-know” attitude, along 
with the time-honored safety ad- 
verbs, “if” and “perhaps,” the job 
might be attempted, and so, yield- 
ing, I write: 

We can only use the sign posts 
of the past as experience to apply 
to the future. For its wealth 
of experience 1921 will undoubtedly 
be awarded the prize for all time. 
If commercial leaders benefit, it 
shall not have been in vain. The 
year was perhaps one of the most 
trying periods in business history, 
yet the business men, particularly 
the bankers, met the situation with 
credit—both literally and figura- 
tively. 

The time for any anxiety seems 
to me to be entirely past. The 
middle of 1922, unless reactions oc- 
cur, should see recovery well es- 
tablished. Trade should, without 
unforeseen drawbacks, continue im- 
proving throughout the year, lead- 
ing us, however far ahead, to a 
period of solid prosperity incom- 
parable to any other era. 


Employing the “well-. 
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We feel the restricted influences 
of a year of rigid adjustment and 
there yet remains purging to be 
done. The tone of business as we 
turn the new year, while distinctly 
encouraging, can be vastly improved 
by completing liquidation. That is 
why reviewers refer to the degree 
of improvement as “spotted.” 
Those firms, wholesale and retail, 
who were the first to reduce and 
take their losses are today farther 
along the road to recovery. Their 
example should be followed. 

Readjustment, though well 
started, is not complete. Agricul- 
tural interests bore the brunt of the 
reduction in price, far exceeding the 
industrial losses. The farmer, with 
less organization than in industry, is 
taking the reversal courageously. 
Yet he cannot be expected to de- 
velop into a purchaser of other than 
bare necessities with the widely 
varying price levels between farm 
products and factory products. 

When the farmer stopped buying 
we lost 50 per cent. of our pur- 
chasers, so his return as a heavy 
buyer in 1922, by reason of bounti- 
ful crops, produced more economic- 
ally and marketed at a fair profit, 
would be the most important eco- 
nomic factor for betterment in the 
coming year. 


Watchfulness ! 


The major influences for 1922 in 
business, in the home, in every walk 
of life, should be watchfulness—not 
a policy of parsimony, but a deter- 
mination to reduce waste, increase 
efficiency or production, lessen costs 
and let pure reason be the basis of 
profits. 

Our present form of taxation is 
not conducive to enterprise. Cer- 
tain phases of existing tax laws are 
confiscatory in nature and have 
served to stifle, at a time when en- 
couragement was most needed, the 
business spirit of the country. 

It should, of course, be fully real- 
ized that the debts of war must be 
paid, but why sacrifice the source of 
greatest possible return? What, for 


instance, would be the solution if 
the present taxation discouraged in- 
dustrial incentive to the extent of 
reducing business to where the re- 
quired aggregate for taxes for the 
year would be seriously jeopard- 
ized? It is entirely possible under 
this tax law to siphon out of a going 
concern, through taxation, based on 
profits less in cash and more in 
paper, the quick assets of a firm, 
leaving no ratio upon which to base 
credits. This in spite of what 
would ordinarily be considered 
competent management. 


Discouraged by Law 


Business needs, more and more, 
legislative understanding in this 
matter of taxation. The govern- 
ment should realize that the annual 
aggregate in volume of business— 
the backbone of the present taxa- 
tion system—is the very thing that 
is drastically discouraged by law. 

Conditions seem propitious for a 
betterment of railroad operations 
during the coming year. If meas- 
ures are enacted bringing the cost 
element in all industry, but espe- 
cially in railroads, to a level far be- 
low the period of war inflation, then 
the whole tone of American busi- 
ness will improve. Holding up of 
more marked readjustment in our 
transportational system was a re- 
tarding factor in 1921. It is almost 
safe to say—so important are our 
arteries of transportation to trade— 
that general business in 1922 will 
grow in proportion to the rehabilita- 
tion and complete readjustment of 
our railroads. 

All of the things necessary to 
commercial betterment seem to have 
been set in motion, or are in pros- 
pect, so that 1922 should go down 
in history as the year of entry into, 
if not actually attainable therein, 
the era of our greatest and most 
golden prosperity. 
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With Special Reference to the South 


By R. S. HECHT 


President Hibernia Bank and Trust Company, New Orleans; President State Bank Division, American Bankers Association 


O far as our immediate sec- 
S tion is concerned, we can safely 

say that conditions have very 
much improved. New Orleans still 
leads all southern cities in the 
amount of business done as re- 
flected by retail sales and other in- 
dicators. The shipping through our 
port shows a decline in value, but 
not in quantity, and the unemploy- 
ment problem never did assume 
such a serious aspect as it did in 
other sections of the country. 


Cotton and Credits 


The agricultural situation has 
been a most complex one in the 
south during the past year. The 
cotton crop was the shortest which 
has been produced in this country 
in twenty years, but fortunately the 
price increased sufficiently to offset, 
to some extent at least, the shortage 
of the crop. But while this in- 
crease in price did not really help 
to make the cotton planter pros- 
perous, it did help tremendously to 
improve the general business situ- 
ation in the south, and enabled 
many of the southern banks to get 
themselves into more liquid shape 
than they had been for the past year 
or more. Most of these banks had, 
by force of circumstances, been 
compelled to carry over substantial 
loans, based on cotton produced in 
1919 and 1920, which for a long 
period of time had been entirely 
unsalable until this rise in the price 
and improvement in the demand 
came along and helped these banks 
to liquidate many of their frozen 
loans. As a result the entire credit 
situation in the south took on a 
more cheerful aspect, and when the 
crop-moving season came along the 
country banks found little difficulty 
in taking care of the demands made 
upon them to finance the harvest. 

The rice crop has been a fairly 
good one and, unlike last year, the 
market has been quite active, except 
for the closing few weeks of the 
year, when there was a sudden 
falling off in the demand both for 
domestic and export purposes. 
However, those best in a position 
to know seem to feel confident that 


there will be greater activity in the 
market again after the turn of the 
year. 

Liquidation in the rice district 
has been correspondingly slow, and 
it will probably take at least one or 
perhaps two more crops, produced 
at a low cost, to again put the 
farmers and bankers in a really 
comfortable position. 

The corn crop has been quite 
large, but unfortunately the price 
is very low. On the other hand, 
the south is not suffering as much 
on account of the low price of this 
product as are the middle western 
states, because in our section corn 
is not really looked upon as a 
“money crop,” but is raised largely 
for home consumption. Most of 


the farmers have their cribs filled 
with corn for the coming season, 
which means that their cash re- 
quirements for crop-making pur- 
poses will be materially reduced. 


Sugar Unsatisfactory 


The sugar situation is a most dis- 
appointing one. The crop is one of 
the best which Louisiana has ever 
produced, but owing to the disor- 
ganized conditions in Cuba and an 
overproduction, or perhaps we 
should call it the underconsumption 
of sugar throughout the world, the 
price has become abnormally low. 
In fact, even with the reduced costs 
of labor and material, the price is 
now decidedly below the cost of 
production. It is not to be expected 
that this state of affairs can long 
continue in the sugar market, but 
unfortunately the production of 
sugar is not as easily controlled as 
is that of other farm products. 
The reason is that one cannot reduce 
the acreage in sugar as readily as 
in cotton, for instance, because cane 
once planted will produce three suc- 
cessive years in Louisiana from 
the same seed, and in Cuba the same 
field will produce from seven to ten 
years. Nevertheless, lack of money 
to cultivate and the lack of incentive 
to work the fields will materially re- 
duce sugar production during the 
coming year, and with a reasonable 
increase in consumption in the Eu- 


ropean countries some improvement 
in the price of the commodity may 
be looked for. 

The most encouraging thing 
about the agricultural situation in 
the south is the fact that great econ- 
omy has been practiced in all of the 
farming districts during 1921, and 
the lessons of the last year or two 
induced farmers to pay more heed 
to the advice of the bankers, who 
have long been preaching the doc- 
trine of greater diversification of 
their crops. 


No Quack Remedies 


Inflated prices, over-speculation 
and over-trading, the natural conse- 
quences of the War, have inflicted 
wounds upon the economic and busi- 
nes¢ body of the world which only 
time and patience can heal. It will 
not do to attempt to hasten the pa- 
tient’s recovery by administering 
patent medicine stimulants or quack 
remedies of any sort for such a 
course will prolong rather than 
shorten the period of convalescence. 

Experience has taught us that 
legislative relief in the cases of this 
kind too often has the same effect 
as a narcotic upon the human body; 
it appears to give temporary relief, 
but it weakens the patient’s consti- 
tution and drags him down instead 
of building him up. 

Instead of appealing to Congress 
to pass new laws to cure our do- 
mestic ills, we should give more at- 
tention to the economic troubles of 
Europe which are really at the bot- 
tom of our difficulties. Unfortu- 
nately, too few of our people seem 
to realize the truth and importance 
of this statement. The answer is 
usually made that the importance 
of the European markets is exag- 
gerated, because Europe takes but 
a small percentage of the various 
products which we export. This is 
quite true, but that percentage rep- 
resents our “Surplus,” and it is al- 
ways the surplus, the oversupply, 
that makes prices come down. 

In agriculture as well as in in- 
dustry, the war taught us how to in- 
crease our production on a large 
scale, and if these surplus products 
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cannot be used in international 
trade, we will first have a decline 
in price, then increased unemploy- 
ment, and finally a gradual lower- 
ing of the American standard of 
living. 

It is our belief that we will not 
again have real prosperity in this 
country until some kind of eco- 
nomic restoration has been accom- 
‘plished in Europe, and a stable basis 
for international trade worked out. 
But how shall we accomplish this; 
and what is the remedy? 

President Harding has earned the 
gratitude of the world in calling the 
nations together for the Disarma- 
ment Conference in Washington, 
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and much has already been accom- 
plished at that meeting. But no 
matter how successful may be the 
work of this conference, it will be 
incomplete unless it is shortly fol- 
lowed by an international economic 
and financial conference, to discuss 
the finding of ways and means to 
resume normal international trade 
relations, and to remedy the ever- 
increasing inflation of currencies of 
several of the important European 
nations. Needless to say, no such 
remedy can ever be found until ex- 
travagance ceases, budgets are bal- 
anced and governments halt the 
work of the printing presses in the 
production of imaginary wealth. 
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These are delicate questions, oi 
course, and it is well, perhaps, that 
the initiative for such a conference 
should come from Europe rather 
than from this country. However, 
the success of the disarmament con- 
ference seems to justify the hope 
that much might be accomplished at 
such a conference, and while no one 
in this country wants to mix in old 
world politics, it behooves us to lend 
a helping hand in solving the eco- 
nomic ills of Europe, because upon 
the restoration of these nations de- 
pends in a large measure the revival 
of real prosperity in our own 
country. 


Most Talked. of Advertising Stunt 


By EDNA R. HERRON 


Assistant Cashier Crawfordsville (Indiana) State Bank 


HE year 1921 has been a very 
hard one in this section, 


where we depend so much on 
the farming community, but we 
have been able to keep our divi- 
dends at the same place that they 
have been for several years. We 
have kept the advertising going 
constantly and have watched every 
opportunity. 

While we have used the news- 
papers to a limited extent, a 
monthly trade review, a few pro- 
grammes’ and special editions of 
papers, our main effort has been put 
on letter writing and circulars or 
enclosure slips. 

During the last year we sent a 
monthly letter to the stockholders 
calling their attention to the fact 


that it was the duty of each director 
to give attention to the bank just 
as he did to other lines of business 
and requesting that he put his bank 
in touch with all deals where money 
was changing hands so that we 
might work for deposits. 

To a big mailing list we sent a 
card each month directing attention 
to the bank. All holidays and all 
special occasions were utilized, such 
as thrift week for girl scouts, baby 
week, book week for children, the 
opening of school, and conventions 
were utilized as opportunities for a 
letter to our mailing list. There is 
always something on which a good 
message may be sent to the people. 
Thus the name of the bank con- 


Convention Calendar 
PLACE 


ASSOCIATION 
Central States 
Milwaukee, Wis. 
Louisiana 
Florida ......Gainesville 
Tennessee 
Arkansas 
Exec. Council, A. B. A. 
White Sulphur Springs, 
W. Va. 


DatTE 
March 22-23 


April 19-20 
April 21-22 
April 27-28 
May 4-5 
May 8-12 


May 9-10 
May 9-10-11 
May 10-11-12 


Mississippi 
Texas 
National Foreign Trade 
Council, 
a. 


May 16-17 Missouri 


ASSOCIATION PLACE 
May 16-17-18 Maryland. . Atlantic 


May 18-19 Kansas .........Wichita 
May 18-19-20 Alabama 
May 23-24 Oklahoma, 


Oklahoma City 
May 24-25-26 Georgia 
May 24-25-26 Pennsylvania, Pittsburgh 
May 24-27 California ...Del Monte 
June 5-6-7 Iowa Davenport 
June 15-16 North Dakota.....Minot 
June 22-23 Illinois 
July 17-20 American Institute of 

Banking 
Portland, Ore. 


stantly has been kept in the public 
mind. 

But the most talked of stunt we 
ever tried is—“Ask State Bank.” 
This summer we procured 1,000 
metal signs about 11x14 inches, a 
blue background with the words 
“Ask State Bank” in white. These 
were nailed up in prominent places 
in the city and on all the rural roads. 
A special “Ask State Bank” folder 
was mailed all over the county 
and we printed “Ask State Bank’ 
in the newspapers with appropriate 
comment. That sign brings people 
to our bank and even tourists come 
to us for information. 

Anyone can write effective letters 
and circulars if they will write to 
the people. 


Honors President McAdams 


The William and Mary Chapter, 
mother chapter of Phi Beta Kappa 
at William and Mary College, Will- 
iamsburg, Va., on December 5 
initiated as honorary members 
Julius Barnes, former director of 
the United States Food Adminis- 
tration Grain Corporation ; Fairfax 
Harrison, president of the South- 
ern Railway, and Thomas B. 
McAdams, President of the Ameri- 
can Bankers Association. 
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tains some important amend- 
ments affecting charitable 
gifts which are of especial interest 
to trust companies and other trus- 
tees to whom are made gifts for 
charitable purposes. 

The Revenue Act of 1918 al- 
lowed an individual, in computing 
his net income to deduct, up to 15 
per cent. thereof, gifts to corpora- 
tions organized and operated ex- 
clusively for religious, charitable, 
scientific or educational purposes or 
for the prevention of cruelty to chil- 
dren or animals, no part of the net 
earnings of which inured to the ben- 
efit of any private stockholder or in- 
dividual; also gifts to the special 
fund for vocational rehabilitation. 

It will be observed that this ex- 
emption did not specifically include 
gifts to community trusts nor to cor- 
porate or individual trustees for 
charitable purposes, but was con- 
fined to gifts to corporations or- 
ganized for charitable and other 
specified purposes. 

Through the efforts of the Com- 
mittee on Community Trusts of the 
Trust Company Division, repre- 
sented by William Greenough, 
counsel, and F. J. Parsons, di- 
rector of the New York Com- 
munity Trust, associated with 
James A. Garfield, counsel for 
the Cleveland Foundation, and co- 
operating with the Committee on 
Federal Legislation of the Ameri- 
can Bankers Association, the former 
law has been amplified and the new 
revenue bill now provides that in 
computing the net income of an in- 
dividual there will be allowed as de- 
ductions (Section 214 (a) (11)): 

“Contributions or gifts made within 
the taxable year to or for the use of: (a) 
The United States, any state, territory, 
or any political subdivision thereof, or 
the District of Columbia, for exclusively 
public purposes; (b) any corporation, or 
community chest, fund or foundation, or- 
ganized and operated exclusively for 
religious, charitable, scientific, literary or 
educational purposes, including posts of 
the American Legion or the Women’s 
Auxiliary units thereof, or for the pre- 
vention of cruelty to children or animals, 
no part of the net earnings of which 
inures to the benefit of any private stock- 
holder or individual; or (c) the special 


Tain new Revenue Law con- 


Deduction of Charitable Gifts 


THOMAS B. PATON 
General Counsel 


fund for vocational rehabilitation author- 
ized by Section 7 of the Vocational Re- 
habilitation Act; to an amount which in 
all the above cases combined does not 
exceed 15 per centum of the taxpayer’s 
net income as computed without the ben- 


efit of this paragraph. In case of a non- 
resident alien individual this deduction 
shall be allowed only as to contributions 
or gifts made to domestic corporations, 
or to community chests, funds or foun- 
dations created in the United States, or 
to such vocational rehabilitation fund. 
Such contributions or gifts shall be al- 
lowable as deductions only if verified 
under rules and regulations prescribed by 
the Commissioner, with the approval of 
the Secretary.” 

The provision that contributions 
or gifts “to or for the use of” (b) 
“any corporation or community 
chest, fund or foundation organized 
and operated exclusively for re- 
ligious, charitable, scientific, literary 
or educational purposes * * *” 
may reasonably be construed as cov- 
ering not only gifts directly to the 
beneficiaries named in subdivision 
(b) but also gifts to corporate or 
individual trustees for the benefit of 
such specified beneficiaries. How- 
ever, it probably limits the right of 


deduction to gifts for the benefit of 
the beneficiaries named and if, in 
the creation of any trust, a trustee 
was given discretion to select other 
beneficiaries presumably the gift 
would not be deductible. 

In the report of the General 
Counsel made to the annual con- 
vention at Los Angeles in October, 
before the language of the amend- 
ment was finally agreed upon, 
which report was published in the 
JourNAL for November, it was 
stated that the amendment as then 
contained in the pending revenue 
bill did not make it clear that a gift 
to a trustee for charitable purposes 
where the trustee was not a chari- 
table organization could be de- 
ducted. The language in the law 
as finally passed, “to or for the. use 
of,” certain named beneficiaries, 
makes it reasonably clear that a gift 
to a trustee for the use of any of 
the charitable organizations men- 
tioned in subdivision (b) of para- 
graph (11) above would be de- 
ductible. 


American High Commission 


The Inter-American High Commission 
established by treaty with all South 
American countries was formed to act 
in common as an advisory body to the 
governments in perfecting commercial 
and financial practices between the va- 
rious countries. The commission was 
valuable in the negotiation of treaties 
for facilitating the work of commercial 
travelers and in many other ways. The 
commission has under consideration in 
its various national sections a uniform 
commercial law amongst American re- 
publics, laws governing industrial and 
literary property, simplification of fiscal 
administrative relations in the matter of 
customs, etc. President Harding has 
appointed Secretary Hoover chairman of 
the United States section of the commis- 
sion. There has been a change in the per- 
sonnel and the membership of the United 
States section is now as follows: Hon- 
orary chairman, A. W. Mellon, Secretary 
of the Treasury; chairman, Herbert 
Hoover, Secretary of Commerce; vice- 
chairman, Wesley L. Jones, chairman 
Senate Committee on Commerce; Joseph 
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H. Defrees, president of the Chamber 
of Commerce of the United States; 
Thomas B. McAdams, President Ameri- 
can Bankers Association, vice-president 
Merchants’ National Bank of Richmond; 
A. C. Miller, member Federal Reserve 
Board; O. K. Davis, secretary National 
Foreign Trade Council, New York; 
Myron W. Robinson, president Americap 
Manufacturers’ Export Association, New 
Jersey; John H. Fahey, publisher, of 
Boston; W. O. Hart, director Compara- 
tive Law Bureau, New Orleans, La. 

The offices of the commission will be 
removed from the Treasury to the De- 
partment of Commerce. 


There were 14,463 forest fires in the 
pulpwood regions of the United States 
during 1920, burning over 2,069,408 acres, 
according to a report compiled by the 
Woodlands Section of the American 
Paper and Pulp Association, in,coopera- 
tion with the United States Forest Ser- 
vice. 
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Bank Taxes and the Federal Income Tax 


HE attention of members is 

called to the recent amend- 

ment of the Federal Revenue 
Law as contained in the new rev- 
enue bill, by virtue of which every 
bank which pays taxes assessed 
upon its shares of stock in the 
hands of stockholders is entitled to 
deduct the amount of such taxes 
from its gross income. 

Section 234 (a) of the new Rev- 
enue Law permits as a deduction, 
in computing the net income of a 
corporation, (3) taxes paid or ac- 
crued within the taxable year” with 
certain exceptions. Then it pro- 
vides: 

“The deduction allowed by this para- 
graph shall be allowed in the case of 
taxes imposed upon a shareholder or 
member of a corporation upon his in- 
terest as shareholder or member, which 
are paid by the corporation without re- 
imbursement from the shareholder or 
member, but in such cases no deduction 
shall be allowed the shareholder or mem- 
ber for the amount of such taxes.” 


THOMAS B. PATON 


General Counsel 


Heretofore deduction of taxes 
paid to state authorities by banks 
upon their shares of stock has not 
been permitted in computing Fed- 


eral income because, in theory of . 


law, the tax is not paid by the bank 
upon its own property, but is paid 
by the bank as agent of the share- 
holder upon his property in the 
shares; while, therefore, other cor- 
porations were permitted to deduct 
taxes paid the state from gross in- 
come, banking corporations being 
denied this right of deduction were 
virtually discriminated against to 
this extent because seldom, if ever, 
was the bank reimbursed by the 
shareholder and it was practically 
the same as if the bank was paying 
the tax upon its own property. 

It is important to note that the 
amendments to the income tax 
take effect as of January 1, 1921, so 
that these deductions will be al- 
lowed banks in computing 1921 net 
income. Information as to this 


amendment has heretofore been 
communicated to the banks through 
various channels, but correspon- 
dence from time to time received in- 
dicates that many of our members 
are not aware that the law has been 
so amended; furthermore, some 
members were of the impression 
that it applied to national banks only 
or to banks which are members of 
the Federal reserve system; while, 
as shown above, it applies to all cor- 
porations. 

Much credit is due a committee 
of the State Secretaries Section 
(consisting of M. A. Graettinger of 
Chicago, IIl., chairman; W. F. Key- 
ser of Missouri and Andrew Smith 
of Indiana, associated with Theo- 
dore S. Cady of Kansas City as spe- 
cial expert) who, in cooperation 
with the Committee on Federal Leg- 
islation of the Association, worked 
unceasingly for the procurement of 
this amendment until success was 
achieved. 


Will Remove an Obstacle to Foreign Trade 


HERE is pending in Congress 

a bill (H. R. 6040) which, if 

enacted into law, will remove 
a serious impediment to foreign 
trade, and as the expansion or 
the contraction of foreign trade 
means more market or less 
market for surplus products 
whether wheat from Dakota, cotton 
from Texas or machines from Con- 
necticut, the bill is of real impor- 
tance to business and banking in 
every community. 

Section 19 of the Federal Re- 
serve Act, relating to the manner of 
determining the balances against 
which Federal reserve deposits are 
required, reads as follows: 


“In estimating the balances required 
by this act, the net difference of amounts 
due to and from other banks shall be 
taken as the basis for ascertaining the 
deposits against which required balances 
with Federal reserve banks shall be de- 
termined.” 


The Federal Reserve Board rules 
that this provision does not author- 
ize the deduction of foreign cur- 
rency balances due from foreign 
banks, from balances due to banks. 
It, in effect, has always held that 
the factors used in determining the 
baiances should be payable in dol- 
lars. The Board does not feel un- 
der existing circumstances that 
Congress intended to permit the de- 
duction of all foreign currency bal- 
ances irrespective of whether or 
not they may be convertible readily 
into dollars. Cognizant of the hard- 
ship which the law as it now stands 
and is construed imposes on bank- 
ing, and which hardship also falls 
on the foreign trade customers of 
the member banks, the Federal Re- 
serve Board feels that the injustice 
should be corrected by legislative 
amendment. By the proposed 
amendment (H. R. 6040) this new 
paragraph would be inserted: 
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“In estimating the balances required 
by this act the net difference of amounts 
due to and from other banks and bank- 
ers shall be taken as the basis for ascer- 
taining the amounts of bank deposits 
against which required balances with 
Federal reserve banks shall be deter- 
mined, and deposits due from banks or 
bankers located in foreign countries pay- 
able in money or currency -in those 
countries may be included in amounts 
due from banks and bankers to such ex- 
tent and subject to such conditions, 
limitations and restrictions as may be 
prescribed by regulations issued by the 
Federal Reserve Board.” 


While the proposed amendment 
gives relief to banks from an unjust 
situation never contemplated in the 
phrasing of the original law, this 
amendment will remove an obstacle 
to foreign trade no matter whether 
the foreign trade operation is under 
Edge Law corporations, the For- 
eign Trade Financing Corporation, 
the ter Meulen plan. or ordinary 
banking methods. 
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such full accounts of my 

movements in San Francisco, 
St. Louis, Mo., Washington and 
New York, before my return to my 
own country, that I feel it would be 
futile to recapitulate what I ac- 
complished in these cities. The 
consensus of opinion in America I 
have taken to be strongly in favor 
of the ter Meulen plan, because the 
bonds will only be issued by gov- 
ernments who have adhered to the 
conditions laid down by the Brus- 
sels International Conference. 

L found that there was a general 
agreement that the bonds would 
form a satisfactory basis for credits, 
which financial opinion in America 
regards as necessary not only to 
the restoration of Europe but to the 
interests of their own exporters. 
Some of the leading exporters in 
America are already urging im- 
porters in war-stricken countries to 
induce their governments to apply 
for the issue of ter Meulen bonds. 

It was a great satisfaction to me 
to find that many of those who had 
interested themselves in the ma- 
chinery for financing long-term 
credit, were keenly alive to the com- 
plementary nature of the bonds to 
the Edge Corporations. I there- 
fore returned to my own country 
bearing this message of approval 
from America, which I find is hav- 
ing great weight with the countries 
of Central Europe, whose greatest 
creditor is America. It struck me 
that the accumulation of liquid re- 
sources in bankers’ hands in New 
York is producing a keen search for 
investments. There is, however, 
especially in New York, a profound 
misgiving of the political and eco- 
nomic conditions in the Central 
European countries, and a fear that, 
unless the German reparations are 
settled on a sound basis, the whole 
European recovery will be delayed. 
I found that it was largely from the 
point of view of the economic 
soundness of the ter Meulen plan 
that it met with approval, because 
the bonds would only be issued pro- 
vided the governments observed the 
principles laid down at the Brussels 
conference. 


Taxa American press has given 


Progress of the ter Meulen Bond Plan 


By SIR DRUMMOND DRUMMOND FRASER, K. B. E., M. Com. 


Organizer 


The London Morning Post quoted 
an article from the Wall Street 
Journal of November 17, in which 
the following occurred: 

“What Central Europe needs 
most is ability to get to work and 
to be forced to stop the govern- 
ment excesses. The ter Meulen 
plan does this. It says to the needy 
nations: ‘Yes, we will help you get 
the goods you want; we will take 
your properly secured government 
bond in temporary payment. But 
you must shut off your note-print- 
ing presses, you must begin to bal- 
ance your budgets, you must re- 
move trade restrictions, and~you 
must only import those goods on 
credit which are essential to your 
reconstruction.’ ” 

The British government has now 
agreed, in its extended Export 
Credit Scheme, to guarantee its own 
manufacturers, holding a_ ter 
Meulen bond, 100 per cent. This 
means that the British manufac- 
turer can discount a bill or obtain a 
bank advance without recourse. 


I have secured, at my express 
wish, from the International Cham- 
ber of Commerce, a referendum on 
the application of the ter Meulen 
plan. This is following the ex- 
ample which America has given to 
the world in regard to her budget, 
with such magnificent results. 

I am now in serious negotiation 
with several countries which are be- 
ing made to realize that by no other 
method can they obtain the required 
credit and that this credit can 
neither be of value to the giver nor 
to the receiver until the conditions 
are complied with. 

In the leading papers of Great 
Britain, France and a few other 
countries, comments are now ap- 
pearing, which reveal an organic 
conviction that the solution narrows 
down to the application of the ter 
Meulen bond. These principles will 
have to be applied to the German 
reparations, and, later,, they will 
solve the Russian difficulties. In all 
this America has played her part. 


Banker-Farmer Conference 


Practically every farm organi- 
zation of Iowa was represented at 
a conference of bankers and farm- 
ers held in Des Moines December 
7 to discuss the condition of farm- 
ing in that state and to explain the 
work of the War Finance Corpora- 
tion. Four hundred persons were 
in attendance, including C. H. 
MacNider, president First Na- 
tional Bank of Mason City; Frank 
B. Yetter, Davenport, president 
Iowa Bankers Association; W. J. 
Murray, State Superintendent of 
Banks, Des Moines; W. O. Reed, 
Deputy Superintendent of Banks, 
Des Moines; E. R. Campbell, Fort 
Dodge, vice-president Iowa Bank- 
ers Association; members of the 
Council of Administration of Iowa 
Bankers Association and the Agri- 
cultural Committee of Iowa Bank- 
ers Association. 

“We earnestly urge,” declared the 
conference in formal resolution, 
“upon every banker in the state of 
Iowa that he can obtain funds from 
the War Finance Corporation on 
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his agricultural paper, and that he 
should furnish to the farmers to 
his communities, through this 
source, money necessary for the 
proper conduct of their farms. 

“We wish to call to the attention 
of every farmer and farm organi- 
zation in this state that there are 
funds available to responsible farm- 
ers through their local banks, and 
that they should take up with their 
local banks the securing of funds 
to meet their needs. 

“We also wish to call the atten- 
tion of both the bankers and the 
farmers of the state to the fact that 
it is the wish of the War Finance 
Corporation to make loans through 
the present existing banks and other 
financial institutions, but that if the 
banks in any given community do 
not for any reason see fit to serve 
their community by obtaining funds 
from the War Finance Corpora- 
tion, then new institutions may be 
and will be set up to serve such com- 
munities.” 
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Offered Aid to the Government 


December Meeting of the Administrative Committee in Washington. Asso- 
ciation Tenders Its Assistance to President Harding and Departmental Heads 
in Solving the Many Foreign and Domestic Problems Affecting the Country’s 


Business. 


Resignation of Executive Manager Bowerman Accepted and Fred 


N. Shepherd Appointed to Succeed Him. Opposition to Soldiers’ Bonus Bill 


Reaffirmed. 


OR the first time in the history 
F of official Washington the 
bankers of the United States, 
represented by the Administrative 
Committee and the chairmen of the 
commissions of the American Bank- 
ers Association, last month offered 
the government their full coopera- 
tion in meeting and solving the for- 
eign and domestic problems of the 
United States. 
This offer was made on the occa- 
sion of the December meeting of the 
Administrative Committee, which 


was held at the New Willard Hotel, 
December 12-14. 

The bankers called on President 
Harding, Secretary of the Treasury 
Mellon, Governor Harding of the 
Federal Reserve Board, General 
Dawes, Director of the Bureau of 


the Budget, the War Finance Cor- 
poration, Comptroller of the Cur- 
rency Crissinger, Dr. Tigert, Direc- 
tor of Department of Education, 
Courtland Smith, Secretary of the 
Board of Trustees, Postal Savings, 
and Herbert Hoover, Secretary of 
Commerce, and other department 
heads. 

President Thomas B. McAdams 
offered to the President of the 
United States, cabinet officers and 
other department heads the co- 
operation of the bankers of the 
country. At the same time he asked 
how the individual banker could 
best extend his aid to the govern- 
ment. 

“Both national and international 
affairs were discussed and the offi- 
cials of the government were most 


Next Annual Convention Will Be Held in New York City 


cordial in the reception accorded 
the bankers,” said Mr. McAdams, 
“and they assured us they would 
welcome heartily our cooperation 
toward working out in a broad na- 
tional way the business and financial 
problems of the country which are 
so deeply interesting at this time 
to the American people. . 
“This was especially so with ref- 
erence to assistance from the indi- 
vidual banker in his community 
toward the formulation of a sound 
business policy for the nation affect- 
ing both its internal and external 
commerce. Especial emphasis was 
also laid on the agricultural situa- 
tion and the problems of the farmer 
in connection with planting of the 
1922 crops and their marketing on 
a proper basis.” 


8 9 


OFFICERS, ADMINISTRATIVE COMMITTEE AND CHAIRMEN OF COMMISSIONS OF THE Alsi 


Left to Right: 1—Frank L. Hilton, New York; 2—John S. Drum, San Francisco; 3—J. W. Barton, Minneapolis; 4—Dr. John H. Williams (Econo Ba 
President, Milwaukee; 9—Thomas B. McAdams, President of the Association, Richmond, Va.; 10—Walter W. Head, 2d Vice-President, Omaha; 11—J. A. 
Kempner, Galveston, Texas; 17—W. G. Fitzwilson, New York; 18—Geo. O. Walson, Washington, D. C.; 19—Joseph Wayne, Jr., Philadelphia; 20—Thomas 5 ¥4' 
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There were private informal din- 
ners Monday evening, December 12, 
and Wednesday evening, December 
14, in the Fairfax Room of the 
New Willard, the Administrative 
Committee entertaining government 
officials and District of Columbia 


bankers. On Tuesday evening the 
members of the committee and the 
chairmen of the commissions were 
guests of honor at a reception pro- 
vided at the Racquet Club by Dis- 
trict of Columbia bankers. 

Business meetings of the Admin- 
istrative Committee were held on 
Monday, Tuesday and Wednesday 
and during their course the resigna- 
tion of Guy E. Bowerman as Execu- 
tive Manager was accepted with 
extreme regret, and Fred N. Shep- 
herd, who has been Manager of 
the Field Service Department of the 
United States Chamber of Com- 
merce, was appointed to succeed 
him. 

In commenting on Mr. Bower- 
man’s resignation, Mr. McAdams 
said that his services to the Associa- 
tion have been of exceeding value 
during his. two years as Executive 
Manager, especially in coordinating 
the departmental work of the Asso- 
ciation under the new constitution. 

At the annual convention of the 


1D. 


Association in Los Angeles the re- 
port of the Committee on Resolu- 
tions included the following: 

“Economy in government de- 
mands the elimination of all unnec- 
essary expenditure which would 
further increase our national debt 
or the burden of taxation. We are 
therefore opposed to the Soldiers’ 
Bonus Bill, which would require 
compensation without regard to dis- 
ability. For our soldiers who are 
disabled as the result of the war, 
we urge the fullest compensation 
and care on the part of the gov- 
ernment.” 

The Administrative Committee 
reaffirmed by resolution its opposi- 
tion to the soldiers’ bonus contained 
in the foregoing resolution. 

The President appointed a special 
committee, consisting of M. A. 
Traylor, Francis H. Sisson, John 
G. Lonsdale, J. W. Barton and Gen- 
eral Counsel Paton, to confer with a 
delegation of tax commissioners 
who were cotemporaneously in 
Washington with reference to bills 
pending in Congress to amend Sec- 
tion 5219, Revised Statutes, rela- 
tive to state taxation of national 
banks. The committee reported 
back to the Administrative Com- 
mittee that such conference was 
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BANKERS ASSOCIATION AT THE WHITE HOUSE, WASHINGTON, D. C., DECEMBER 12, 1921. 


@arvard University; 5—John G. Lonsdale, St. Louis, Mo.; 6—Melvin A. Traylor, Chicago; 7—Dr. Walter Lichtenstein, Chicago; 8—John H. Puelicher, 1st Vice- 
s Cleveland; 12—R. S. Hecht, New Orleans; 13—Fred I. Kent, New York; 14—Raymond R. Frazier, Seattle, Wash.; 15—F. H. Sisson, New York; 16—I. H. 
mas Faton, New York. 


held but that no agreement was 
reached. The tax commissioners 
insisted on a bill which would per- 
mit the states to tax national banks 
at any rate they pleased, provided 
only state banks were taxed to the 
same extent. The bankers did not 
agree to this. The committee sug- 
gested the appointment by the 
President of a special committee to 
handle this subject, and the Presi- 
dent subsequently appointed a com- 
mittee consisting of Oliver J. Sands, 
president American National Bank, 
Richmond, chairman; Roy C. Os- 
good, vice-president First Trust and 
Savings Bank, Chicago, Ill.; E, M. 
Wing, president Batavian National 
Bank, La Crosse, Wis.; Morris F. 
Frey, assistant treasurer Guaranty 
Trust Company, New York, and 
Elmer A. Onthank, president Safety 
Fund National Bank, Fitchburg, 
Mass. This committee will meet 
with a committee of the tax com- 
missioners in the near future rela- 
tive to H. R. 9579, which is the bill 
introduced at the request of the 
commissioners, and if no agreement 
is reached the attitude of the bank- 
ers upon the question of what, if 
any, amendment of Section 5219, 
U. S. Revised Statutes, is necessary 
in view of its recent interpretation 
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by the Supreme Court will be pre- 
sented directly to Congress. 

Dr. John H. Williams of Har- 
vard University, recently appointed 
economist of the Association, was 
introduced by Chairman M. E. 
Traylor of the Economic Policy 
Commission, which is now entering 
upon the work of developing the 
Association  poli- 
cies on taxation, 
tariff and kindred 
subjects. 

Reports were 
presented by 
chairmen of Com- 
missions and by 
presidents of Di- 
visions and Sec- 
tions. 

The Adminis- 
trative Committee 
unanimously ac- 
cepted an invita- 
tion of the New 
York Clearing 
House to hold the 
1922 annual con- 


vention in New 
York City next 
Fall. 

It was deter- 
mined also that 


the Spring meet- 
ing of.the Execu- 
tive Council of 
the American 
Bankers Associa- 
tion will be held 
at White Sulphur 
Springs in West 
Virginia on May 
7 


The _ opinion 
expressed 
quite generally 


that the result of 
the meeting had 
been not only the 
establishment of a 
closer relationship 
between the 
American Bank- 
ers Association 
and the United 
States government, but a welding 
together of those forces within ‘the 
Association which heretofore have 
operated more or less independently. 


Fred N. Shepherd 


Mr. Shepherd, the new manager, 
is well known throughout the 
United States among bankers, busi- 
ness men and agriculturists. He 
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has been a frequent speaker before 
bodies representative of those in- 
terests. Mr. Shepherd was born in 
Ottumwa, Iowa, received his degree 
at Park College, Missouri, and was 
successively engaged in the insur- 
ance, real estate and the publishing 
business in Spokane, Washington. 
From 1912 to 1917, he was cashier 


FRED N. SHEPHERD 


of the Empire National Bank at 
Lewiston, Idaho, and is now a 
director of the same _ institution. 
Since July 1, 1917, Mr. Shepherd 
has been field manager of the 
Chamber of Commerce of the 
United States. He has long been in 
touch with the work of the Ameri- 
can Bankers Association and since 
1916 he has been a member of the 


Underwood & Underwood 


January, 1922 


Agricultural Commission of this 
Association. 


Mr. Bowerman’s Letter 


The reasons which impelled Mr. 
Bowerman to relinquish the duties 
of Executive Manager are set forth 
in the following letter to a friend 
early in December : 

“For some time 
I have been very 
anxious to turn 
this position and 
Association work 
over to someone 
else and again 
give my undivided 
attention to per- 
sonal affairs; so 
after I returned 
from the Los An- 
geles Convention 


I tendered my 
resignation to 
President Mc- 
Adams. It will 
be acted upon at 
the Washington 
meeting of the 


Administra- 
tive Cotmmittee in 
the near future 
and shortly there- 
after I will leave 
for the West, first 
going to Idaho to 
look after my own 
business and later 
to California, 
where we expect 
to make our fu- 
ture home. 
“There are a 
number of rea- 
sons which have 
contributed in 
making this deci- 
sion on my part 
both necessary 
and _ desirable: 
Necessary, be- 
cause I find that, 
no matter how 
well organized, or 
in how competent 
hands your business is, it makes 
for a considerable sacrifice—espe- 
cially in times like the present— 
to be separated from it by as 
great a distance as is Idaho from 
New York. So to continue here 
longer would require more of me 
than I think I am justified in giving. 
Desirable, because it appears to me 
that in the final analysis about all 
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that we really get out of life is 
being with those who are near and 
dear to us and having some part 
in their daily life, especially our 
children. 

“My mother, my sister, my son 
and daughter are all living in Cali- 
fornia, and we hope that ere long 
my brother will join us there, so 
I feel that we 
should not con- 
tinue indefinitely 
to deny ourselves 
the one thing in 
our lives which 
contributes most 
to our comfort 
and happiness. 

“Then, too, I 
feel that I have 
done my duty to 
the Association, 
and _ performed 
the task - which 
was assigned to 
me, and that my 
work here is fin- 
ished, because, so 
far as administra- 
tion is concerned, 
the things which 
we planned two 
years ago to do 
have been accom- 
plished and the 
Association is 
running as 
smoothly as a 
w e11 - lubricated 
machine, and all 
that is necessary 
now is an occa- 
sional drop of oil 
here and there to 
keep it from 
squeaking. So I 
am well satisfied 
to leave it to 
someone else. 

“The two years 
which I have 
spent here have 
been _ unusually 
pleasant and en- 
joyable ones, es- 
pecially so as regards the acquaint- 
ances and friendships formed dur- 
ing that time, and while it is with 
mixed feelings of joy and regret 
that I give up the work, I must con- 
fess that joy predominates. 

“The officers, the Administrative 
Committee, the Executive Council 
and many others have been most 
loyal in their support the past two 


years, and I leave with the con- 
viction that the Association will 
pass to greater accomplishments 
in the future, and I leave also with 
willingness on my part to be of 
whatever service I may in helping 
the good work along. 

“There certainly are great things 
for the American Bankers Associa- 


GUY E. BOWERMAN 


tion to do. It has a place in the 
scheme of things, and the future is 
rich in possibilities if the present 
spirit of cooperation and mutual 
helpfulness continues to prevail, as 
I hope and believe it will. 

“T am sure that if those of you 
who have faith in the future of 
the Association and recognize it as 
a vehicle for great public service 


will give to my successor the same 
loyal support which I have enjoyed 
in the last two years, it will not 
only smooth his pathway and stimu- 
late his efforts, but result in inesti- 
mable good to the Association.” 

In announcing the appointment 
of his successor Mr. Bowerman 
wrote as follows: 

“Mr. Shepherd 
was formerly en- 
gaged inthebank- 
ing business in 
Idaho, but for the 
past four years 
has been promi- 
nently identified 
with the Chamber 
of Commerce of 
the United States 
as field manager. 

“Tt is especially 
gratifying to me 
that another 
western man has 
been selected to 
carry on the work 
of the American 
Bankers Associa- 
tion, and the As- 
sociation is to be 
congratulated, be- 
cause Mr. Shep- 
herd is fully 
equipped to fill 
the important po- 
sition by reason 
of his practical 
knowledge of 
banking, his fa- 
miliarity with As- 
sociation affairs, 
his wide acquaint- 
ance and his ex- 
perience in the 
work of similar 
organizations. 

“T earnestly ask 
for him the active 
and loyal support 


of the members 
of this great 
body.” 


The retiring executive manager 
returns to the West he loves so wel! 
with the sincere regard of those who 
have worked with him in the head- 
quarters of the American Bankers 
Association during the last two 
years. 

Mr. Shepherd, his successor, is 
expected to take up the duties of 
the office about January 15. 


S 


Drafts and Letters of Credit 


Suggestions for Speakers by the Committee on Public Education 


“DRAFT” or “bill” of ex- 

change” is a written order 

drawn by one party, called 
the “drawer,” on another party, 
called the “drawee,” for the pay- 
ment of money to a third party, 
called the “payee,” the amount to 
be charged to the drawer. A 
draft may be drawn payable “at 
sight” or at some specified time 
subsequent to sight or demand. 
“Sight” drafts are payable upon 
presentation. Unless the drawee 
wishes to pay a time draft when 
presented, he writes across the face 
of the paper the word “Accepted” 
_ with his signature and the date. 
This means that the drawee assents 
to the terms of the draft and binds 
himself to honor it at maturity. 
The draft then becomes known as 
an “acceptance.” Drafts are 
classified as “personal drafts” and 
“bank drafts.” Personal drafts 
are orders drawn on one person by 
another to pay a third person. 
Bank drafts are drawn by one bank 
on another, directing the latter to 
pay a certain sum of money to a 
third party. Practically all banks 
keep funds on deposit in banks in 
other cities, especially in the larger 
financial centers. In this way they 
are able to meet the demands of de- 
positors, who often wish a form 
of payment that will be accepted 
without question. Bank drafts pass 
practically as cash almost every- 
where in the country. Drafts on 
New York are known as “New 
York Exchange.” Suppose that 
Black & Co. of Detroit wish to send 
$1,000 to a firm in Buffalo for 
goods to be shipped immediately. 
They send to their bank in Detroit 
a check for the amount, only in 
place of the payee’s name _ they 
write the words “New York 
Draft.” Their bank then proceeds 
to make out a draft on its New 
York correspondent, payable to 
Black & Co., for $1,000. Black & 
Co. indorse the draft, making it 
payable to the Buffalo firm, and 
mail it to the latter. By having 
the draft drawn to themselves, in- 
stead of to the Buffalo people, 
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Black & Co. have .an instrument 
which serves as direct evidence of 
the transaction, and, when in- 
dorsed and transferred, acts as a 
voucher. Or Black & Co., instead 
of having themselves made the 
payee, might have had the Buffalo 
firm made the payee. Bank drafts 
are much used to send remittances 
of money from one part of the coun- 
try to another, and are probably 
used more for that purpose than 
any other method of payment. 


Traveler’s Letters of Credit 


A traveler’s letter of credit is 
issued by a bank for the con- 
venience of a customer who wishes 
to travel, usually in a foreign 
country. It is a letter introducing 
the bearer to the bank’s correspon- 
dent in a foreign country and in- 
structing the correspondent bank 
to pay to that person a specified 
amount, usually in the currency of 
that country. For example, if a 


person wishes to travel in Europe 


he may obtain from his bank a let- 
ter of credit to a bank in Paris, the 
correspondent of the issuing bank. 
When he wishes money he goes 
to that bank and makes out a draft 
for the amount he needs. If the 
signature on the draft corresponds 
with the signature on the letter of 
credit it is considered that sufficient 
evidence of identity has been pro- 
vided and the money will be paid. 
The paying official writes on the 
letter of credit the amount with- 
drawn, plus the commission, and 
the letter of credit, therefore, 
shows at all times how much of the 
credit remains unused. The cor- 
respondent charges against the ac- 
count of the issuing bank the 
amount it has paid to the traveler 
in the currency called for by the 
letter of credit, and notifies the 
issuing bank. If this currency is 
that of the foreign country, the 
issuing bank then computes, at the 
current rate of exchange, the 
amount of dollars advanced, and 
charges the amount against the 
customer to whom the letter of 
credit was issued. It is possible 
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for the customer to pay for his let- 
ter of credit when he receives it, 
settling this account at the rate of 
exchange at that time, in which 
case the issuing bank assumes the 
risk of profit or loss arising from 
any drastic change in the rate of 
exchange before it is called upon 
to settle with the correspondent 
bank. Careful watch is kept on 
the exchange situation, however, 
and banks are usually able to settle 
with their correspondents without 
loss before their items are pre- 
sented for payment. Letters of 
credit are usually used to provide 
for the payment of large sums of 
money. 


Commercial Letters of Credit 


A commercial letter of credit is 
a contract including seller, buyer 
and banker, and the latter acts as 
intermediary. To illustrate, an 
American merchant desires to buy 
tea in China. The Chinese mer- 
chant from whom he proposes to 
buy is quite willing to sell the tea 
and they have gone so far, between 
themselves, as to agree upon a 
price. The Chinese merchant says 
to the buyer: “I don’t know you; I 
cannot ship my tea until I know I 
am going to get my money.” The 
American merchant says to the 
seller: “I don’t know you; I can- 
not pay my money until I know I 
am going to get my tea.” The 
banker says to the Chinese mer- 
chant: “If you ship your tea, I 
will see that you get your money,” 
and to the American merchant, 
“You pay your money and I will 
see that you get the shipping docu- 
ment for your tea.” Being known 
by reputation to both parties, his 
contract is acceptable. In order 
to carry out this agreement, the 
banker requires that the tea shall 
be shipped and the bills of lading 
therefor delivered to him. He 
then makes payment in cash or by 
giving his acceptance. The ship- 
ping documents are sent to 
America and handed to the Ameri- 
can merchant in exchange for pay- 
ment or in accordance with what- 
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ever arrangements have been made. 
If the American merchant’s repu- 
tation had been broad enough to 
reach to China, he could have got- 
ten his tea without the interven- 
tion of the banker, but as he was 
not known—in other words, had 
no reputation in the place where he 
desired to buy—he was obliged to 
use the banker’s credit and pay him 
for the use of it. The delivery of 
shipping documents to the Ameri- 
can merchant may be in trust in- 
stead of against cash payment, but 
whatever this arrangement may be, 
it in no wise affects the obligation 
of the banker to the foreign ship- 
per. The banker stands to him in 
lieu of the American merchant so 
far as payment goes. If the docu- 
ments are delivered in trust to the 
American merchant, a special form 
of obligation is taken by which the 
banker retains a lien upon the mer- 
chandise until he is paid therefor. 


Traveler’s Checks 


Traveler’s checks are a modified 
form of the traveler’s letter of 


Rules of the A. B. A. 


1. Upon receipt of notification to the 
American Bankers Association, Five 
Nassau Street, New York City, or the 
nearest office or correspondent of the 
William J. Burns International Detective 
Agency, Inc., of an attempted or suc- 
cessful perpetration of a hold-up or bur- 
glary or the successful perpetration of a 
fraud or crime upon a member of this 
Association in its banking rooms, or in 
the rooms of such branches as are mem- 
bers, either by forgery, check raising, 
worthless checks, bogus checks, swindle 
or sneak theft, the committee will at 
once use its best efforts to apprehend 
the criminals regardless of the amount 
involved or whether the perpetrator of 
the crime is a professional or an amateur. 
No action, however, will be taken unless 
notice is given within five days after 
the crime has been discovered, and a 
case once committed to the Association 
cannot be taken out of its hands nor 
the offense condoned or compromised. 

Rule No. 1 does not apply: 

(a) Where the member is protected 
by an indorser regardless of whether or 
not the indorser is financially able to 
reimburse the bank. 

(b) Where the member does not it- 
self sustain a loss. 

(c) Where there is mysterious dis- 
appearance (1) of money or securities, 
etc, from the bank not presumptively 
attributable to sneak theft or (2) of the 
contents of safe deposit boxes. 
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credit. They are paid for when 
obtained at the bank, and are issued 
in denominations of $10, $20, $50, 
and $100, usually payable in 
foreign currencies at fixed rates of 
exchange, but some are payable in 
dollars. At the time the traveler 
buys these checks he must sign 
them in the space provided, and 
must then sign them again in the 
presence of the person cashing 
them, a comparison of the two sig- 
natures being considered sufficient 
identification for the payment of 
the money. All hotels, banks, 
transportation companies and 
others called upon to accept such 
checks must rely on this means of 
identification, so the traveler is 
cautioned not to sign them the 
second time until he is cashing 
them. Traveler’s checks are ac- 
cepted throughout America and 
Europe (under normal conditions) 
by hotels, railroads, steamship lines, 
sleeping car companies, and the 
principal stores and shops. They 
may be cashed at practically all 
banks. . 


Protective Committee 


(d) Where a member has been de- 
frauded by permitting withdrawals 
against items before returns from same 
have been received. 

(e) Where the fraud or crime has 
been committed by an officer or employee 
of the member either alone or in collu- 
sion with others inside or outside. 

(f) Where it is evident that the bank 
is guilty of contributory negligence. 

2. In reporting cases the member 
agrees to swear out a warrant for the 
criminal concerned when his identity has 
been determined; or a John Doe war- 
rant at once in states where permitted. 

3. The committee insists that the 
member take up with the state, county 
or local authorities and arrange for the 
extradition and the payment of expenses 
incident to the return of a prisoner. The 
committee will not pay extradition ex- 
penses or witness fees, and will not be 
responsible for any expense incurred for 
protective work or attorney’s fees which 
has not been previously authorized. 

4. If for any reason whatsoever no 
prosecution takes place when the mem- 
ber is in a legal position to aid in the 
prosecution, and fails to do so, or in 
case it is found that any of the excep- 
tions, (a) to (f) inclusive, apply, such 
a member shall reimburse the Associa- 
tion for all expenses incurred in connec- 


tion with the case reported. 
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Transferring Money to Foreign 
Countries 


Letters of credit and traveler’s 
checks provide for payment in a 
foreign country to the payee, who 
presents them in person. There 
are also facilities for a person at 
home to send money to a foreign 
country. Most banks doing a 
foreign exchange business have ac- 
counts with correspondents in 
foreign countries, and can there- 
fore sell drafts on these correspon- 
dents, payable in the foreign coun- 
try. If your local bank has no 
foreign correspondent it will apply 
to one of these banks that has an 
international business and obtain a 
draft for you. Transactions in 
which haste is necessary can be 
conducted through your bank by 
cable, and a great deal of business 
is done in this way. The cable 
transfer enables the purchaser to 
get immediate credit, whereas ex- 
change sent by mail would not be 
credited until after the arrival of 
the conveying steamer at its port of 
destination. 


Auto Exhibit in a Bank 


The officers of the Old National Bank 
of Battle Creek, Mich., believe that 
a bank is a community institution and 
that its executives must rise above the 
idea that a bank is a mere custodian of 
funds. As a step toward community 
service the bank on December 1 began 
issuing Michigan state automobile li- 
censes, and as an adjunct of this innova- 
tion there was arranged in the lobby an 
automobile exhibit consisting of acces- 
sories, new inventions and relics—things 
to attract and interest the motorist 
when he went to get his 1922 license. 

All the automobile dealers in the city 
were invited to participate in the display, 
the event was advertised in the news- 
papers and it was announced that to 
each of the first 2,000 persons taking 
out a 1922 license there would be given 
an automobile road map of Michigan. 
The innovation created much interest 
and comment. During the first three 
days of the exhibit 5,000 persons in- 
spected it. The officers of the bank are 
pleased with the success of the enter- 
prise and some automobile dealers re- 
ported increased sales as a result of 
the display. “We believe,” said E. R. 
Obern, assistant cashier, “that a bank is 
a community institution and it is our 
plan in the future to have more exhibits 
of this character.” 


Washington Views of Big Events 


Plans for Aiding 


Trade Include 


By MORRIS H. GLAZER 


Trade 


Commissioners 


for Russia— 


The World Economic Conference—The Effort to Make the Government 
the Greatest Business Corporation in the World—Funding the War Debt 


XTENSIVE plans for aiding 
E; both domestic and foreign 

trade, the like of which have 
never been undertaken by any gov- 
ernment, have been submitted to 
Congress by President Harding 
upon the suggestion of Herbert 
Hoover, Secretary of Commerce. 
The details of this far-reaching 
scheme of extending practical as- 
sistance to American manufacturers 
and exporters are revealed in the 
estimates submitted by the Depart- 
ment of Commerce for the coming 
fiscal year. Expenditure of more 
than $500,000 is requested for the 
fiscal year beginning July 1, 1922, 
to carry on industrial divisional 
work and investigation in this coun- 
try. Closer contact with industry, 
with a view to lending the facilities 
of governmental agencies and de- 
partments in assisting private busi- 
ness, is the essence of the plan de- 
veloped by Mr. Hoover. Already 
fourteen industry divisions have 
been established in the Department 
of Commerce, and the new plans 
call for the addition of seventeen 
more divisions. 


Domestic Industry Service 


This service to domestic industry 
contemplates the most thorough 
and complete exchange, through the 
department, of statistical and other 
information among firms engaged 
in an industry, and for the dissemi- 
nation, by the quickest and most 
thorough method available, of re- 
ports and advices received by the 
department from its foreign agents. 
Each division is headed by a prac- 
tical business man and has a staff of 
statistical and research clerks and 
translators. They have already en- 
listed the enthusiastic support of the 
trade and are functioning smoothly. 
These divisions are clearing a large 
volume of trade information which 
the respective industries cannot 
themselves clear, because of legal 
restrictions or trade jealousies. The 
basic industries already have divi- 


sions in the department, and among 
the new divisions to be established 
is one on foreign investments. 

Of deep significance also to 
American industry and finance is 
Mr. Hoover’s inclusion in his plan 
that this country establish trade 
commissioners in Russia. The plan 
with respect to that country has not 
been revealed in detail, but the esti- 
mates call for authorization of two 
trade commissioners there. 


Commercial Attaches 


The proposals, in addition, in- 
clude an increase in the present 
force of commercial attaches, es- 
tablishment of trade commissioners 
in Greece and Canada, neither of 
which is now represented in the de- 
partment’s list of trade commission- 
ers; doubling the force of foreign 
trade commissioners in Central and 
South America; an increase of one- 
third in the bureau’s representation 
in the Far East, and appointment 
of additional district commercial 
agents in the chief cities of the 
United States and at Manila to aid 
in extending American commerce. 

World economic problems will be 
discussed by the Supreme Council, 
which will meet at Cannes this 
month, and it is understood the 
United States is to be invited. 
There is strong opposition in official 
circles here to participation by this 
country in such a conference be- 
cause the European allies are anx- 
ious to obtain cancellation of the 
loans made by the United States. It 
is argued, on the one hand, that 
cancellation of these loans would 
give the peoples of Europe a breath- 
ing spell and give an impetus to 
industry in Europe which would re- 
sult in a restoration of normal ex- 
ports from the United States, 
equivalent in value in five years to 
the payment of the entire debt. On 
the other hand, it is pointed out that 
the money for these loans was taken 
from the people of this country, and 
they should be compensated as soon 
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as possible. Cancellation of war 
loans, while benefitting industry 
here, would mean a prolongation of 
the tax burden on our own people. 

The Administration has an- 
nounced a permanent policy of a 
businesslike government, making 
for efficiency in departmental opera- 
tions and economy in expenditures. 
The budget bureau, started by Pres- 
ident Harding with Gen. Charles G. 
Dawes as its first chief, is to be 
continued. While General Dawes 
has resigned, effective July 1, Gen. 
Herbert M. Lord, chief of finance 
of the War Department, has been 
selected as his successor. The Pres- 
ident proposes to call meetings of 
the administrative heads every six 
months to discuss possible econo- 
mies in the government and more 
efficient operation. The first meet- 
ing will be held this month. It is 
planned to make the government the 
greatest business corporation in the 
world. 


Making Appropriations 


In this connection General Dawes 
early last month submitted to Con- 
gress the first Federal budget, show- 
ing estimated expenditures for the 
fiscal year 1923 of $3,505,754,727, 
which represents a decrease of al- 
most a half billion dollars as com- 
pared to the estimated outgo for the 
fiscal year 1922. Congress is now 
engaged in the task of making ap- 
propriations, and attempts are being 
made to cut the estimates submitted 
by the budget bureau, but thus far 
it has met with little success along 
this line. Leaders in Congress are 
working with the view in end of 
taking up two budget measures a 
week to clear the way for the con- 
sideration of the tariff and the for- 
eign debt funding bills. 

Comparing the Federal govern- 
ment with a business corporation, 
General Dawes pointed out some of 
the “faults” which he said had ex- 
isted. ‘The president of the cor- 
poration (the President of the 
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United States) gave practically no 
attention to the ordinary routine 
business; the administrative vice- 
presidents (members of the cabi- 
net) were allowed to run their 
several departments as if each sep- 
arate department was an indepen- 
dent authority in all matters of 
routine business; because of a lack 
of any outlined business plan, no 
system existed for making pur- 
chases or in selling material along 
business lines under a_ unified 
policy ; no balance sheet of the cor- 
poration as a whole was ever 
prepared ; the treasurer kept no ac- 
curate account of the contingent 
obligations of the various depart- 
ments, thus resulting in money 
being drawn from him continuously 
in excess of the estimated annual 
running expenses; the corporation, 
in effect, seldom reconsidered an 
unwise project entered into by any 
department; the administrative 
heads of the departments were se- 
lected as a rule with little reference 
to their business qualifications and 
were compelled to rely largely upon 
the advice of subordinates.” 


Tax-Exempt Bonds 


In his message to Congress at 
the opening of the present session 
President Harding urged an amend- 
ment to the Constitution which 
would end the issue of non-taxable 


bonds. The tendency of wealth to 
seek non-taxable investment and 
the menacing increase of the public 
debt, he said, justify such a change. 
“No action can change the status 
of the many billions outstanding,” 
said the President, “but we can 
guard against future encourage- 
ment of capital’s paralysis, while a 
halt in the growth of public in- 
debtedness would be __ beneficial 
throughout our whole land. The 
drift of wealth into non-taxable se- 
curities is hindering the flow of 
capital to our industries, manufac- 
turing, agricultural and carrying, 
until we are discouraging the very 
activities that make our wealth.” 
Commenting on the passage of 
the revenue bill, he said: “Later on, 
when other problems are solved, I 
shall make some recommendations 
about renewed consideration of our 
tax problem, but for the immediate 
time before us we must be content 
with the billion dollar reduction in 
the tax draft upon the people, and 
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diminished irritations, banished un- 
certainty and improved methods of 
collection. I believe further reduc- 
tions may be enacted and hindering 
burdens abolished.” 


Transportation 


The announcement that the rail- 
roads and the big shippers of the 
country have come together in a 
plan for cooperation toward the 
common objective of getting the 
transportation system upon a better 
and more stable basis has pleased 
government officials. The railroads 
and the shippers, after fighting each 
other for many years, at last have 
agreed to reach an understanding. 
The meeting was held recently in 
Washington when representatives 
of farm organizations, manufactur- 
ers, lumber and coal producers were 
present. The problem of just 
freight rates has been before the 
Interstate Commerce Commission 
since the war caused an increase in 
traffic tariffs, and now the railroads 
and the shippers have agreed to ad- 
just their own differences. A com- 
mittee of shippers was appointed. 
James A. Emery, counsel for the 
National Association of Manufac- 
turers, is counsel for the committee. 

Commenting on the conference, 
Mr. Emery said: “The railroad 
representatives evidenced their in- 
tention to give the benefit of further 
reduction in operating expenses to 
shippers as rapidly as operating 
costs, especially those principally 
represented in labor and material, 
are adjusted to the economic level 
of wages and costs prevailing gen- 
erally in industry. The committee 
has formed a conference forum in 
which difference of opinion may be 
freely aired and, it is hoped, suc- 
cessfully accommodated in the light 
of the great public interest in- 
volved.” 

The following figures show the 
tremendous increase in the cost of 
operating the railroads since 
1914. In that year railroad wages 
amounted to $1,337,344,135 and in 
1920 they were $3,698,216,351. Lo- 
comotive fuel cost the railroads 
$235,231,481 in 1914 and in 1920 it 
cost $672,891,964. The bill for ma- 
terial and supplies in 1914 amounted 
to $458,111,430 and 1920 it cost 
$1,063,769,900. 

American-made goods and raw 
materials worth nearly $5,000,000,- 
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000 have been sold in foreign mar- 
kets this past year, according to 
official reports of the Department of 
Commerce. Despite the world-wide 
economic depression, a stream of 
foreign orders are pouring into the 
offices of American manufacturers, 
exporters, mine operators and farm- 
ers, it is reported. The American 
export trade for 1921 represents 
the biggest sales sheet of any of the 
world’s great exporting nations. 

The large volume of American 
export trade this past year reduced 
unemployment, officials say, and 
kept working many mills and fac- 
tories that otherwise would have 
been idle. It is estimated American 
exports have furnished employment 
to 5,000,000 workers. 


Conference Influence 


The 1921 figure, however, is less 
by several millions than the export 
sales for 1920. This does not 
mean that the American export 
trade has fallen off. The decrease 
in value of shipping is due primarily 
to falling values of commodities. 
The tonnage of goods shipped was 
increased in many cases, except in 
goods shipped to Europe. On the 
basis of weight and volume of or- 
ders, American manufacturers and 
exporters in 1921 sold goods at a 
faster rate than in 1920. This, 
officials say, makes very bright the 
prospects for 1922. 

Nearly $1,000,000,000, now prac- 
tically idle in the United States, is 
expected to seek investment abroad 
if amicable relations continue to ob- 
tain in the conference on the limita- 
tion of armament. Government 
officials, watching the international 
exchange market, explain that the 
work of the conference thus far has 
had the effect of appreciating to a 
slight extent the values of most 
foreign currencies depreciated since 
the opening of the World War. 

Final agreement by the confer- 
ence for a ten-year naval holiday 
would undoubtedly send up all for- 
eign exchange rates, officials here 
believe. The upward trend might 
only continue for a short period, 
but the reaction would not reduce 
the rates to the point from which 
they started to climb, it is explained. 

President Harding has signed the 
Russian relief bill, which carries ap- 
propriations of $20,000,000 to be ex- 
pended under the supervision of the 
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American Relief Administration. 
American grain is expected to be 
moving to Russia early this month, 
Secretary Hoover said, for the re- 
lief of the famine stricken in that 
country. Arrangements are in 
progress between the American Re- 
lief Administration and the Soviet 
government whereby the Soviet au- 
thorities would use the remainder 
of the unpledged gold taken from 
the old Russian imperial treasury in 


Miss Adele H. Kirby 

Back in 1913 when the placing 
of women in official banking posi- 
tions was not as popular as now, 
the Board of Directors of the Plain- 
field (N. J.) Trust Company had 
the courage of its convictions on 
this subject and appointed Miss 
Adele H. Kirby as assistant secre- 
tary and assistant treasurer of that 
successful institution. 

Miss Kirby’s connection with the 
Plainfield Trust Company is not 
simply a woman’s position; it is in 
every sense a “man’s job,” in the 
handling of which she is popular 
with the male customers of the in- 
stitution, as well as those of her own 
sex. Her duties have to do largely 
with the Trust Department. 

In addition to her trust duties, 
Miss Kirby has entire charge of the 
company’s advertising—much of 
which has been along educational 
lines—the object being to popularize 
thrift and create a demand for the 
company’s trust facilities. 
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importing foodstuffs for relief in 
the Volga basin. Funds held by 
the Soviet which would be available 
for this purpose are believed to ap- 
proximate $10,000,000. 

Funding of the $11,000,000,000 
debt owed the United States by for- 
eign governments into obligations 
maturing not later than June 15, 
1947, and bearing interest at a rate 
of not less than 5 per cent., would 
be authorized under the funding bill 


Edna R. Herron 


Edna R. Herron, assistant cash- 
ier of Crawfordsville, Ind., State 
Bank, has been connected with the 
bank since it began business in 1903, 
entering as a stenographer. She 
has won her position by personal 
merit, force of character and con- 
secration to her work. At present 
she is doing some unique adver- 
tising, which is attracting consid- 
erable attention. 


Agricultural Commission 


Rome C. Stephenson, president 
of the St. Joseph Loan & Trust Co. 
of South Bend, Ind., has accepted 
an appointment as a member of the 
Agricultural Commission, succeed- 
ing Fred. N. Shepherd, resigned. 


Represents Nevada 


Fred Stadtmuller, assistant cash- 
ier of the Washoe County Bank, 
Reno, Nev., has been appointed to 
fill a vacancy on the A. B. A. Ex- 
ecutive Council. 
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as finally approved by the Senate 
Finance Committee. Chairman 
Penrose announced that these and 
other provisions written into the 
House bill had been agreed to by 
Secretary Mellon. Interest on the 
new obligations would be paid semi- 
annually. The total owed to the 
United States, principal and inter- 
est, by the foreign nations is $11,- 
329,281,228, including $394,245,351 
in principaland interest from Russia. 


Miss Olivia E. Brueggeman 


Miss Olivia E. Brueggeman of 
the Republic National Bank of St. 
Louis, Missouri, is a young woman 
who found herself interested in 
banking during the Liberty Loan 
drives, when she served as Director 
of the Foreign Language Division 
of the Eighth Federal Reserve. 
Upon the organization of The 
Republic National Bank, Miss 
Brueggeman became manager of 
Women’s Department, where she 
continues her work among the in- 
dustrials. 


Speaking of Exhibits 


Five hundred millions a year an- 
nually lost in “wildcat” investments ! 
In these days of bank exhibits the 
community loss in “wildcats” might 
well be taken under consideration 
as the basis of an exhibit which 
would help folks to visualize what 
they can do for themselves and their 
home towns by taking counsel be- 
fore parting with their savings. 
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Effectiveness of Blanket Stop 
Payment 


A depositor has a right to revoke 
payment of his check and where the 
bank pays the check after receipt of 
a stop order accurately describing 
such check, it is liable to him for the 
amount. In a case where a depos- 
itor, instead of notifying the bank 
to stop payment of a particular de- 
scribed check notifies the bank to 
refuse payment of all checks there- 
tofore issued under a form of sig- 
nature previously used which has 
been abandoned and honor only 
those given on a new check form, 
such notice is sufficiently explicit to 
revoke all checks issued on the old 
form, and where the bank subse- 
quently pays a check on such form 
it is liable to the depositor. 


From Indiana—We had a depositor 
who was carrying his account with us 
in the nature of a company, all checks 
being signed by one man, using a rub- 
ber stamp to indorse all of the signa- 
ture, excepting his name. This account 
was conducted in this manner for pos- 
sibly one year. Then we received a 
letter which read: “Upon receipt of this 
notice kindly stop payment on all checks 
issued on form heretofore used and honor 
only those which we have given on new 
check form.” It happened that we did 
not make a record of this stop payment 
in our books, as he did not really give 
any reason for stopping payment on any 
particular check, and in the course of 
three or four months our bookkeepers 
paid a check which he had given on 
the form that he had formerly used. His 
contention is that we were ordered to 
stop payment on this check and that we 
are liable for this amount. 

I would like an opinion whether or not 
we are liable for payment on this check. 


The general, principles and rules 
which have been developed under- 
lying the right of a depositor to stop 
payment of his checks may be thus 
briefly stated : 

A check is simply a written order 
of a depositor upon his bank to pay 
a certain amount. Under the Ne- 
gotiable Instruments Act “a check 
of itself does not operate as an as- 
signment of any part of the funds 
to the credit of the drawer with the 
bank and the bank is not liable to 
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the holder unless and until it ac- 
cepts or certifies the check.” 

Being a mere written order on 
the bank to pay, the depositor has 
the right to revoke the order at any 
time before it is paid or accepted, 
and if the bank disregards the revo- 
cation and pays without authority 
it is liable for the amount. But it 
is necessary, if a notice to stop pay- 
ment is to be effective with respect 
to any particular check, that the 
check be accurately described ; other- 
wise the bank will not be liable if 
it pays the check. Thus in Mitchell 
v. Security Bank, 147 N. Y. Supp. 
470, the court said: “Where the 
drawer notifies the bank to stop 
payment on a check, his notification 
must be explicit and describe the 
check with reasonable accuracy” ; 
and it was held that a notice to stop 
payment of a check for $196.76, 
“dated Dec. 21st 10,” payable to a 
certain firm did not describe a check 
for $196.75 dated December 23, 
1910, and payable to “bearer” with 
sufficient accuracy to render the 
bank liable to the drawer for pay- 
ing it. 

In the case stated by you, the no- 
tice to stop payment was not given 
with reference to any particular 
check, but the notice read: 


“Upon receipt of this notice kindly 
stop payment on all checks issued on 
form heretofore used and honor only 
those which we have given on new check 
form.” 


This was a blanket notice revok- 
ing all checks issued on the old 
rubber stamp form of signature 
theretofore used. While the pre- 
cise question of the efficacy of such 
a blanket form of notice covering 
all outstanding checks has never, so 
far as we know, come before a 
court for decision, still, upon gen- 
eral principles the depositor had an 
undoubted right to revoke the au- 
thority of the bank to pay all these 
checks and as the notice did not 
refer to any particular check, but 
to all checks issued on the old form, 
it would seem that it was sufficiently 
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explicit in its description of all such 
checks and that the check on the old 
form, which the bank paid, was paid 
without authority and the bank 
would be liable to the depositor for 
its amount. 


Liability of Pledgee of Collateral 


Where a negotiable note, secured 
by collateral, is executed to a bank 
as security for a loan and the bank 
sells and assigns the note to a pur- 
chaser who is unable to return the 
collateral upon payment of the note, 
because of peculation, the pledgee 
bank first holding the note is not 
liable to the maker for the difference 
between the amount of his note and 
the value of his collateral. 

From Virginia—In your opinion, can 
a bank be held liable in the following 
transaction: 

The bank sells in good faith a negoti- 
able note owned by it before maturity 
and secured by marketable collateral. 
The purchaser of the note receives the 
same with the collateral and afterwards 
is unable by peculations to return the col- 
lateral upon the payment of the note. 
Can the borrower recover from the bank 
holding this note in the first place the 
difference between the amount of his note 
and the value of his collateral? We 
have been informed that the bank would 
be liable, but cannot believe that this 
opinion is correct, since it would entail 
a liability on each note which might be 
sold in the ordinary course of business 
and for which no liability is set up by 
the bank. 


The authorities support the con- 
clusion that there is no liability of 
the bank in the case stated. 

While the rule is well recognized 
that the wrongful or unauthorized 
disposition of the pledged property 
by the pledgee so as to put it out 
of his power to redeliver it on pay- 
ment of the debt it secures consti- 
tutes a conversion (Stevens v. 
Hurlbut Bank, 31 Conn. 146; Par- 
kyn v. Turley, 206 Ill. App. 78; 
Radigan v. Johnson, 174 Mass. 68; 
Powder Co. v. Pederson [Wash.] 
176 Pac. 542), yet a conversion is 
not effected by the assignment by 
the pledgee of the collateral to- 
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gether with the principal obliga- 
tion (Waddle v. Owen [Neb. 1895] 
61 N. W. 731 [holding that the 
payee of a negotiable instrument, 
to secure the payment of which the 
negotiable notes of a third person 
have been pledged, may, in the reg- 
ular course of business, negotiate 
said instrument and transfer with 
it the securities, and such action will 
not amount to a conversion of the 
securities; and that such pledgee, 
who effects such transfer before 
payment or tender of the amount 
due thereon, is not liable in trover 
for the securities, even though the 
assignee (indorsee) convert them. 
In the course of the opinion the 
court said: “The bill being negoti- 
able, Waddle had a right to transfer 
it by indorsement to Hainer, and 
to transfer with it the accompany- 
ing securities. There is a vast dif- 
ference between the position of a 
pledgee who retains the principal 
debt and wrongfully parts with the 
securities pledged thereto, and that 
of one who, in the regular course of 
business, transfers the debt, and 
with it the securities, without di- 
verting the latter from the purpose 
for which they were pledged. The 
first act constitutes a conversion, the 
latter does not.”]; Goss v. Emer- 
son, 23 N. H. 38 [holding that if 
the indorsee, to whom such securi- 
ties have been transferred, wrong- 
fully convert them to his own use, 
the original payee and pawnee is not 
liable in trover for such conversion 
by his assignee]; Chapman v. 
Brooks, 31 N. Y. 75), and this is 
true, even though his assignee may 
have converted the pledge to his 
own use. (See cases set forth and 
Bailey v. Colby, 34 N. H. 29; Stei- 
ger v. Third Nat. Bank, 6 Fed. 
569.) 


Check on Blank Form of Another 
Bank 


A check drawn on the blank form 
of another bank with the name of 
the drawee changed is legal, but 
there is danger in the practice of 
paying or certifying such checks 
where the alteration is not in the 
handwriting of the drawer until 
satisfied that the change is author- 
ized, for the reason that a customer 
may have an account in two banks 
and the presented check may have 
been altered by the payee by chang- 


‘the drawer’s. 


ing the drawee’s name after having 
been stopped at the bank upon 
which drawn It would be a good 
policy for banks to adopt a pass 
book rule, reserving the right to re- 
fuse payment of checks drawn on 
blank forms of another bank until 
satished the alteration was by or 
under authority of the drawer. 


From Michigan—A check in amount 
$500 was presented for certification at 
this branch office drawn against the per- 
sonal account of one of our commercial 
customers. The signature was correct, 
but the check was originally one of the 
M National Bank checks of this city. A 
line was drawn through M National and 
D Savings Bank inserted in a hand- 
writing that we were not positive was 
that of the maker. Had we a right to 
refuse certifying this item because of 
the alteration? The point in my mind 
was this: In the event that our depos- 
itor carried an account at the M Na- 
tional Bank as well as at our office, 
which, of course, might be possible, and 
the payee had presented the check at the 
M Bank where certification had been 
refused for reason perhaps of insufficient 
funds, the fact occurred to me that the 
payee, aware of the fact that maker also 
was a depositor of ours, had himself 
marked over the check as against our 
bank. 


It has been held not negligent for 
a bank to pay a check wherein the 
name of the drawee has been 
changed in a handwriting other than 
First St. Bank v. 
Vogeli, 96 Pac. (Kan.) 490. But 
where the payee wrongfully makes 
the alteration by striking out the 
printed name of the bank on which 
the check is drawn and inserting 
another bank and the latter bank 
pays the check, it is liable to the 
drawer. Morris v. Beaumont Na- 
tional Bank, 83 S. W. (Tex.) 36. 

It not infrequently happens that 
a customer has accounts in two 
banks and if he stops payment of his 
check on one bank, it is quite pos- 
sible that if the payee is dishonest 
and knows of the account in the 
other bank, he may alter the name 
of the drawee and present the check 
to the other bank. This was what 
actually happened in the Texas case 
cited. Consequently, it is not alto- 
gether safe for a bank to pay a 
check drawn on the blank form of 
another bank where the alteration is 
not in the handwriting of the 
drawer, until the bank receives sat- 
isfactory evidence that the altera- 
tion has been authorized. 

In the case submitted by you, the 
bank was within its rights in refus- 


ing to certify the check. A bank 
is under no legal obligation to cer- 
tify a check for the holder in any 
event; its only obligation, which 
runs to the drawer and not to the 
holder is to pay the check when duly 
presented. Had the check been pre- 
sented for payment rather than for 
certification, I think the bank would 
have been justified in delaying pay- 
ment until satisfied that the altera- 
tion was authorized. But as a check 
so drawn is a legal and valid order, 
where there is no fraudulent altera- 
tion, it would perhaps be a good 
policy for the bank to protect itself 
by a clause in its passbook rules re- 
serving the right to refuse payment 
of checks thus drawn until satisfied 
that the alteration of the name of 
the drawee was made by or under 
authority of the drawer. 


Eligibility of Bank as Public 
Depositary 


Under the statute in Texas, a 
bank is not ineligible as depositary 
of the funds of a city because one 
of its officers who is cashier, stock- 
holder and director is a member of 
the city council which ts charged 
with the duty of selecting the de- 
positary in the manner provided by 
law. 


From Texas—We have three banks in 
town. 
(1) The mayor of the city is a stock- 
holder, cashier and director of one 
bank. 

(2) The vice-president and _ stock- 
holder of the second bank is one of 
the city aldermen. 

(3) The third bank is not repre- 
sented on the city council. 

We would like your opinion as to 
whether or not the two banks which have 
representatives in the city management, 
one as mayor and the other as alderman, 
are eligible as depositaries for the city 
funds. 

We would like your opinion to cover 
the point, even though one of the city 
managers be a stockholder and not an 
officer. Our opinion is that neither are 
eligible in that they were in a way 
making a contract with themselves, which 
is prohibited by statute. 


The eligibility of a depositary of 
public moneys is generally regu- 
lated by statute, and a close inspec- 
tion of the statute under which a 
depositary is designated is neces- 
sary in each particular case in order 
to determine whether its provisions 
have been complied with. (See 
Burgher v. Baldwin, 137 Mich, 263, 
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100 N. W. 468, and People v. 
Reoux, 112 N. Y. Suppl. 1025.) 


In some of the cases it has been 
held that a bank may be rendered 
ineligible for designation as a de- 
positary of. public moneys (John- 
son State Bank v. Raney, 99 Kan. 
80, 160 Pac. 980; State v. Briede, 
117 La. 183, 41 So. 487 (where a 
bank selected by a board, a major- 
ity of whose members were stock- 
holders and officers, was held in- 
eligible) ; Marquette, &c., Commr. 
v. Wilkinson, 119 Mich. 655, 78 N. 
W. 893; Nat. Surety Co. v. Liflore 
County, 262 Fed. 325 (holding, 
inter alia, that the designation of a 
bank as depositary by a bare quo- 
rum of the board of supervisors, 
one member of which was interested 
in the bank and voted in the selec- 
tion, was unlawful), regardless of 
whether or not any actual influence 
results from the interest of the ap- 
pointing power in the depositary ; 
(State v. Briede, 117 La. 183, 41 
So. 487) but authority is not want- 
ing to support the position that such 
connection does not necessarily 
render such bank ineligible. (State 
v. Owen, 41 Nebr. 651, 59 N. W. 
886 (holding that a majority of a 
board may select as a depositary a 
bank of which one of their number 
is a director and stockholder) ). 


The Texas statute provides that 
the city council of every city in the 
state (the term “city council” to be 
construed to include the board of 
aldermen of towns and villages) is 
authorized to receive sealed pro- 
posals for the custody of the city 
funds, from any banking corpora- 
tion, association or individual 
banker doing business within the 
city, that may desire to be selected 
as the depositary of the city funds, 
at its regular meeting in July of 
each year. The statute provides for 
due public notice that such bids will 
be received, and due submission of 
sealed bids by the banks at the time 
and place designated in the notice. 
The statute further provides that 
upon the opening of the sealed bids, 
the city council shall select as the 
depositary the bank offering to pay 
to the city the largest amount for 
such privileges ; provided, however, 
that the council shall have the right 
to reject any and all bids, and re- 
advertise for new proposals. Upon 
the selection of a depositary, and 
the giving and approval of the stat- 
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utory bond, an order shall be made 
by the council designating such 
bank as the depositary of the funds 
of the city until the time fixed by 
the statute for another selection. 
(Vernon’s Sayles’ Tex. Civ. Stat., 
1914, Chap. 3, Tit. 44, Arts. 2454, 
2455, 2456, 2460.) It will thus be 
seen that the Texas statute contains 
no provision disqualifying any bank 
or banking association by reason of 
interest in it of any member of the 
city council (or board of aldermen), 
and I very much doubt if any suck. 
disqualification or restriction can 
be legitimately read into the Act 
by implication, interpretation or 
statutory construction. In view of 
the many safeguards thrown around 
the deposit of public funds in bank- 
ing institutions, such as advertise- 
ments for bids, sealed bids, award 
to highest bidder, the indemnity 
bond required, etc., coupled with the 
further fact that the designations of 
depositaries are not made by one 
elective or appointive public officer, 
but by a majority of the city council 
(or board of aldermen), an elective 
body, it is fair to presume that the 
legislature did not intend to render 
a bank ineligible to receive public 
funds as a depositary because, for- 
sooth, one of its officers or stock- 
holders is a member of such city 
council or board of aldermen; and 
if it had so intended, it would have 
incorporated such prohibition in the 
statute, couched in appropriate 
phrase, and not have left it to mere 
intendment or construction. I can 
find no Texas cases in point, how- 
ever. 


Unsigned Land Bank Bonds 


Unsigned national bank notes 
lost or stolen, and circulated, are 
nevertheless redeemable because of 
the Act of July 28, 1892, but there 
is no similar statute applying to un- 
signed bearer bonds of a joint stock 
land bank and if such bonds are lost 
or stolen, and circulated they are not 
redeemable; hence insurance of 10 
per cent. of their value when shipped 
by express is ample protection. 

From Iowa—The question has arisen 
as to the liability of an insurance com- 
pany for loss resulting from the theft of 
unsigned bank notes, and also for the 
theft of unsigned bearer bonds, such as 
Joint Stock Land Bank Bonds, or un- 
signed interim certificates to be used in 
lieu of bonds. 

In Mr. Paton’s Digest of Legal Opin- 
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ions, Section 828, a Pennsylvania case is 
noted as follows: 

“Where national bank notes are lost 
or stolen and put into circulation with- 
out the signature or upon forged sig- 
natures, the public is protected, and 
the bank and not the holder stands the 
loss.” 

The logic of the above holding would 
be that if a bank was liable to lose the 
entire amount represented by the un- 
signed bank notes through the same get- 
ting into circulation on forged signa- 
tures, then the insurance company should 
be liable up to the full amount of the 
loss or damage that the bank will suffer. 

We believe that a case has arisen be- 
tween an express company and a bank 
on this very point, and that the question 
has been decided that such instruments, 
if stolen and put into circulation with 
forged signatures, must be redeemed by 
the bank purporting to issue same. 

We had noted an order by the Fed- 
eral Farm Loan Board that unexecuted 
bonds or interim certificates may be 
shipped by express and insured for 10 
per cent. of their value. This would 
seem to indicate that such bonds, if 
stolen and completed by forged signa- 
tures and seals, would not represent a 
loss to the bank whose bonds they pur- 
port to be. 

We will be very glad to have an 
expression of opinion as to the safety 
of such a practice. It would save con- 
siderable insurance if it is possible to 
insure a 10 per cent. par value until the 
bonds are in comp!eted form. 


The reason why a bank is liable to 
the innocent purchaser of unsignea 
national bank notes which have been 
lost or stolen and put into circula- 
tion is because of the Act of July 
28, 1892, which requires the re- 
demption of national bank currency 
“notwithstanding such notes may 
have been lost by or stolen from 
the bank and put in circulation with- 
out the signature or upon the forged 
signature of the president or vice- 
president and cashier.” 

Without this statute there would 
be no such liability. There is no 
similar statute under which a joint 
stock land bank would be liable 
upon unsigned bonds or interim 
certificates which had been lost or 
stolen and negotiated. Therefore, 
there would be no liability of the 
land bank to the innocent purchaser 
in such case, and insurance of 10 
per cent. of their value when shipped 
by express would be ample protec- 
tion. 


Duty of Bank to Stamp “Pay- 
ment Stopped” 


While it is customary for banks 
upon refusing payment of stopped 
checks to stamp same “payment 
stopped,” the question whether st és 
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the duty of a bank to so stamp the 
check, for failure of which it would 
be liable to a customer who was 
compelled to pay the check to an 
innocent purchaser to whom st was 
subsequently negotiated, has never 
been decided and is problematical. 


From Rhode Island—If a check on 
which a stop payment order was held is 
presented for payment and payment re- 
fused and check returned to the holder 
without being stamped “payment stopped,” 


JOURNAL OF THE AMERICAN BANKERS ASSOCIATION 


and afterwards falls into the hands of 
an innocent party, would the paying 
bank be liable for amount of check on 
account of neglect to stamp same “Pay- 
ment Stopped”? 

It is customary for the drawee 
bank, where payment of a.check has 
been stopped, to stamp the check 
“payment stopped” when presented 
for payment as this prevents its 
further negotiation to an innocent 
purchaser. 


January, 1922 


But it has never yet been held 
that the bank owes a duty to its 
customer to so stamp the check, 
failing which it will be liable to him 
should the check afterwards be ne- 
gotiated and the customer held 
liable thereon to an innocent pur- 
chaser. 

Until the point has been decided, 
the question of liability of the bank 
in such a case is problematical. 


Benefactions of A. Barton Hepburn 


The directors of the Hepburn 
Hospital at Ogdensburg, St. Law- 
rence County, N. Y., have an- 
nounced that the hospital has re- 
ceived from A. Barton Hepburn, 
chairman of the Advisory Board 
of the Chase National Bank of New 
York, an additional gift which gives 
the hospital, through this donor’s 


munificence, an endowment fund of 
nearly $500,000. 
Various sections of St. Lawrenc 
County, of which Mr. Hepburn is a 
native, has received from him gifts 
amounting to more than $1,000,000. 
The larger benefactions which he 
has made in recent years to educa- 
tional and philanthropic institu- 


A. BARTON HEPBURN 


tions there and elsewhere approach 
the $3,000,000 mark. The list is 
as follows: 


A. Barton Hepburn Hospital, 
Ogdensburg, 


Two buildings and endowment 


Imperial University of Tokyo, 
Tokyo, Japan (125,000 yen). 
Endowment of Chair in Amer- 

ican History and Government 


Libraries at Canton, Colton, 
Lisbon, Madrid Waddington 
Hermon, Edwards, and Nor- 
folk, St. Lawrence Co., N. Y. 


Building and $20,000 endow- 
ment at all except Canton, 
where-$50,000 was 
maintaining four 


$600,000 


60,000 


iven for 
ranches 


Tuskegee Institute, Alabama.. 
Princeton University, Prince- 
ton, 
Endowment 


Middlebury College, 
bury, V 
Hepburn Hall (dining room 
and commons) 
General Endowment 
Athletic Endowment 
Endowment of Chair in Spe- 
cial Women’s Subjects 


Wellesley, 


Middle- 


Wellesley College, 
Mass. 


Endowment 
Williams College, 
town, Mass. 
Endowment 
New York University School 
of Commerce, New 
City 
Endowment 
St. Lawrence University, Can- 
ton, N. Y 
Endowment 


Williams- 


75,000 


Chamber of Commerce of the 
State of New York, New 
York City 


Endowment 


225,000 


Columbia University School of 
Business, New York City... 


Endowment 


350,000 


= 
500,000 
150,000 
.¥ 650,000 
= 
130,000 
50,000 
fy, 


Contract By Drrecrors oF NATIONAL 
To E.ect ONE AS AN OFFICER FOR 
Fixep TERM 1s VoIp>—MINNESOTA 


The plaintiff, B. H. Van Slyke, was the 
president and one of the directors of the 
Metropolitan National Bank of the city 
of Minneapolis, and the defendants were 
the other directors of that bank. The 
plaintiff made an agreement with the 
defendants to resign the office of presi- 
dent of the bank on November 1, 1917, 
and to sell his bank stock to the defend- 
ants, or any of them, for $130 a share, 
and in consideration thereof the de- 
fendants agreed to buy one-half of his 
bank stock at $130 a share, to elect him 
chairman of the board of directors of 
the bank, to maintain him in that office 
for a period of fourteen months from 
November 1, 1917, to have the bank pay 
him (or his widow in case of his death ) 
$14,000 in monthly installments of $1,000 
each, and to secure the ratification of the 
agreement by the incoming board of 
directors at the meeting in January, 1918. 
In reliance on this agreement the plain- 
tiff resigned as president on November 
1, 1917, and on the same date was elected 
chairman of the board of directors for 
fourteen months. He served as such 
chairman until the annual meeting of 
the stockholders in January, 1918, when 
at such meeting the defendants failed 
and refused to reelect him a director of 
the bank. The defendants caused the 
sum of $2,500 to be paid him under the 
agreement, but refused to pay the bal- 
ance of $11,500 due thereunder, and to 
recover this sum the plaintiff brings this 
action. 

The court ruled that the contract of 
the directors of the Metropolitan Na- 
tional Bank is void as against public 
policy, and that no right of action can be 
founded thereon, saying that the di- 
rectors of a bank occupy a fiduciary rela- 
tion to the bank and its stockholders 
which disables them from binding them- 
selves by contract to take action in their 
official capacity for the personal benefit 
of anyone, and that if they undertake 
to bind themselves by contract to elect a 
designated person as an officer of the 
bank for a specified time at a specified 
salary, such contract is illegal and void 
as it might result in detriment to the 
interests of the bank. Furthermore, the 
National Banking Law expressly pro- 
vides that any officer of a national bank 
may be removed at any time by the board 
of directors, and any contract which 
would restrict the right to exercise this 
statutory power is necessarily void. Van 
Slyke v. Andrews et al., 178 N. W. 959. 


RECENT DECISIONS 


THOMAS B. PATON, Jr. 
Assistant General Counsel 


CONTRACT made by the 

directors of a national bank to 
elect a designated person as an offi- 
cer of the bank and maintain him in 
such office for a specified time at a 
specified salary is void. 


[t is usually considered that where 
a bank has no notice that funds 
deposited are held by the depositor 
in trust it may apply such deposit to 
the depositor’s debt without becom- 
ing liable to the beneficial owner. 


CLEARING house transaction 

whereby checks are delivered to 
the representative of the bank upon 
which they are drawn and the bank 
presenting them receives credit or 
money to cover the account does 
not of itself constitute payment of 
the check preventing drawee bank 
from subsequently refusing pay- 
ment. 


wo written on the margin 
of a promissory note before it 
is signed are as much a part of the 
note as if they were written in the 
body of it and are binding on the 
parties. 


Lene: authority by which 
an agent is “hereby author- 
ized to transact any and all business 
for the company” does not author- 
ize him to indorse and transfer 
check payable to the company in the 
absence of surrounding circum- 
stances indicating any necessity for 
the agent making the transfer in ac- 
complishment of duties, and a re- 
mote transferee of check has no 
right to assume he had such author- 


ity. 


CUSTOMER who, while at- 

tempting to enter a_ bank, 
stepped through the wrong door and 
fell down-stairs, recovered $2,750 
for his injuries. 


holding Liberty bonds’ for 
its customers must exercise “the 
care that a prudent and diligent 
banker would give his own property 
or securities of like value and im- 
portance.” 
A B. A. “Checks Without 
e Funds” statute is constitu- 
tional. 


Deposit IN Wire’s NAME Hetp THAT 
or HusBAND AS TO RIGHT OF SET-OFF 
—CALIFORNIA 


One Wallace Taylor was indebted to 
the San Ramon Valley Bank, the de- 
fendant, upon a past due promissory note 
for $700. Taylor had an ordinary de- 
posit account with the defendant which 
had been kept in his own name, but the 
same was changed and later kept in the 
name of Clara Taylor, his wife. At that 
time the defendant knew that Taylor was 
financially embarrassed and the change 
was made in the name of the account 
in order to protect the deposit against 
demands by creditors. Clara Taylor had 
no interest in the account. Taylor was 
engaged in the business of buying and 
selling live stock, both on his own ac- 
count and for others on commission, act- 
ing as a broker. This was known to the 
bank. In the course of this business one 
Arnold, the plaintiff, entrusted to Tay- 
lor, as such broker, the sum of $500, 
instructing him to use the same in buying 
live stock and selling the same for the 
plaintiff. Accordingly, Taylor deposited 
with the bank to the said account, in the 
name of Clara Taylor, the sum of $500 
so entrusted to him by Arnold, and the 
same was ‘placed to the credit of Clara 
Taylor. It was then agreed between 
Clara Taylor and the bank that any 
checks which might be drawn by Wallace 
Taylor should be paid out of the money 
so deposited in the name of Clara Tay- 
lor. Thereafter Wallace Taylor pur- 
chased live stock for the plaintiff to the 
aggregate amount of $500, and he gave 
checks therefor to the persons from 
whom he bought the same. These checks 
were presented to the bank for payment 
and payment was refused on the ground 
that there were not sufficient funds in 
the account to pay said checks. As Taylor 
never notified the bank that the said $500 
was not his property nor that it had been 
entrusted to him as broker for the 
plaintiff, the bank as holder of the past 
due promissory note applied the deposit 
in satisfaction thereof to the extent of 
$713.44, the same being the balance then 
remaining on deposit. In an action 
brought by Arnold against the bank the 
court nonsuited the plaintiff. The 
plaintiff contended that where the money 
deposited actually belonged to another 
person and the depositor held it in trust 
for the true owner at the time of making 
the deposit, the bank has no right of 
set-off as against the true owner, and 
that upon proof that it was so held in 
trust the plaintiff may recover it from 
the bank, notwithstanding the fact that 
the banker had no knowledge of such 
trust relation or of the character of the 
money deposited. The court said: “It 
is usually considered, however, that 
where a bank has no notice that funds 
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deposited are held by the depositor in 
trust, it may apply such deposit to the 
depositor’s debt without becoming liable 
to the beneficial owner.” Arnold v. San 
Ramon Valley Bank, 194 Pac. 1012. 


ADJUSTMENT BETWEEN BANKS THROUGH 
CLEARING House Hetp Nor “Pay- 
MENT” OF CHECK—CALIFORNIA 


The Supreme Court of California has 
recently quoted with approval the fol- 
lowing extract from the opinion in 
Hentz v. Nat. City Bank, 159 App. Div. 
743: 

“A payment through the clearing house 
and a payment over the counters of a 
bank upon which a check is drawn are 
entirely different. The clearing house 
is simply a representative of all the 
banks who are members of it. Its pur- 
pose is to enable these banks to go to the 
clearing house each day and there pre- 
sent checks drawn on other clearing 
house banks received the day before and 
receive from the clearing house checks 
drawn on the presenting bank which 
have been sent in by some other mem- 
ber. The clearing house then balances 
the checks sent by a bank against those 
sent to it, and later in the day a bank 
either pays or receives the balance due 
to or owing by it; in other words, it is 
an adjustment of balances solely for the 
convenience of the banks who are mem- 
bers of the association. Jt is in no sense 
a payment binding upon the bank upon 
which the check is drawn, so far as the 
payee named therein is concerned. * * * 
The payment of a clearing house balance 
is not a payment of any particular check, 
* * * This would seem to follow from 
the necessity of each case, because a bank 
upon which a check is drawn has no 
opportunity to examine it until after it 
has been received from the clearing 
house.” Sneider v. Bank of Italy, 194 
Pac. 1021. 


Worps WritTEN ON MarcGIN oF NOTE 
BrEFrorE EXECUTION ARE PART OF 
INSTRUMENT— ILLINOIS 


One Scholbe purchased of one Schuc- 
hardt as agent of a mining corporation 
5,000 shares of its stock for $1,250. 
Schuchardt, as an inducement to Scholbe 
to purchase the stock, stated to him that 
if he would purchase and pay for the 
said shares he would undertake to guar- 
antee to repurchase the stock at the same 
price of $1,250 in case the corporation 
did not pay any dividends on the stock 
thereafter; Schuchardt to be released 
and absolved from such agreement and 
guaranty if at least one dividend on such 
stock should thereafter be paid by the 
corporation. Accordingly Schuchardt, 
together with his wife, executed a 
promissory note in the sum of $1,250 
payable to Scholbe. The note when de- 
livered had the following marginal mem- 
orandum written on its face just below 
the signature of the maker: “This note 
is given to secure 5,000 shares of Regina 
stock.” The note was delivered with the 
verbal agreement between them that 
ii at any time thereafter any dividend 
was paid to Scholbe or if no dividend was 
ever paid and Schuchardt should there- 
after repurchase the 5,000 shares of stock 
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for not less than $1,250, then in either of 
such contingencies Scholbe would sur- 
render and deliver to Schuchardt the 
note, and all liability thereon should 
cease. In an action by Scholbe on the 
note it was proved that two or more 
dividends were paid on the shares to 
Scholbe, that Schuchardt within two 
years after the verbal agreement offered 
to repurchase the 5,000 shares, and that 
Scholbe refused to sell the same, and 
that thereafter he refused to cancel and 
deliver the note to Schuchardt in ac- 
cordance with the terms of his agree- 
ment. In construing the promissory note 
the court held that the instrument sued 
on was not an absolute promise to pay 
$1,250, but was a contract to pay Said 
sum on condition that no dividend was 
paid on the stock, or in case no dividend 
was paid that the same would be repur- 


HE removal of the furniture 
and fixtures of a banking office 
before turning over the building to 
a purchaser at a mortgage foreclo- 
sure sale may render the bank liable. 


TATE tax on national bank stock 

at the rate of 35.3 mills is in- 
valid where moneyed capital gen- 
erally in the hands of individual 
citizens of the state is taxed at the 
rate of 3 mills. 


RADE acceptance, before final 

payment, does not constitute 
payment for the goods sold or ter- 
minate lien of seller. 


ANK was allowed to recover 
from surety company for over- 
drafts permitted by cashier, on 
whose bond it was surety, although 
he was guilty of no criminal act. 


gene aiding judgment debtor to 
avoid payment by assisting in 
conversion of her property into ne- 
gotiable certificates of deposit was 
held in contempt of court and or- 
dered to pay amount due on judg- 
ment. 


chased by Schuchardt for the original 
price paid for the stock. The court said: 
“It is clear that the actual terms of 
[Schuchardt’s] contract are only partially 
expressed by the note in suit, and that, 
unless the actual contract may be shown, 
Scholbe will recover on the note as an 
absolute contract of payment, although 
it clearly shows by its express terms that 
it was given only as security or guar- 
anty. This must be conceded to be true if 
the marginal words written on the note 
are to be considered as a part of it, as 
the plainly expressed meaning of those 
words is that the note is given as secur- 
ity, ‘to secure 5,000 shares of Regina 
stock.’ The primary meaning of the 
words ‘to secure,’ as used in this note, is 
to make secure; to assure or guarantee 
against a risk or hazard of some kind; 
and does not imply absolute liability, 
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but a secondary or contingent liability.” 
The court deciding in favor of the de- 
fendant held that words written on the 
margin of a promissory note before it 
is signed are as much a part of the note 
as if they were written in the body of it 
and are binding on the parties. Scholbe 
v. Schuchardt, 127 N. E. 169. 


INSTRUMENT Not CONFERRING AUTHOR- 
ITY TO INDORSE AND TRANSFER 
CHECK—WASHINGTON 


R. S. Towse, agent for the Spalding 
Fruit Co., received from it the following 
authorization : 


“Yakima, Wash., June 12, 1918. 
“To Whom This May be Presented: 
“This is to certify that the bearer, Mr. 
R. S. Towse, is an authorized represent- 
ative of the Spalding Fruit. Company 
and is hereby authorized to transact any 
and all business for said company. 


“SPALDING Fruit CoMPANy, 
“Per H. K. Spalding, Manager.” 


On June 22 a restaurant company drew 
a check in the usual form for $293.15 
against its deposit account in the Seattle 
bank, payable to the order of the fruit 
company. The check came into the pos- 
session of Towse, who, as agent for the 
fruit company, indorsed and transferred 
it to the American Railway Publishing 
Company. Thereafter, on the same day, 
the check was delivered by said Towse to 
one Coleman, an indorsement being writ- 
ten on the back as follows: “American 
Ry. Pub. Co., by C. E. Melville, Trea- 
surer; R. S. Towse, Mgr.” Towse was 
at all times in question the president, 
manager, one of the trustees and a stock- 
holder of the publishing company. The 
consideration of the transfer of the check 
by Towse to the publishing company was 
a debt due from the Spalding Fruit Co. 
to the publishing company and the con- 
sideration for the transfer of the check 
to Coleman was indebtedness owing 
Coleman from the publishing company 
for legal services. Before receiving the 
check Coleman asked Towse by what 
authority he indorsed the check for the 
fruit company, and thereupon Towse pro- 
duced the above-quoted writing, assert- 
ing that to be his authority for so in- 
dorsing the check. Coleman relied 
wholly upon this authority as evidencing 
Towse’s authority to indorse the check 
for the fruit company. The check was 
later presented in Coleman’s behalf to 
the drawee bank and payment thereof re- 
fused because of the stop-payment order 
of the fruit company made because of 
the want of authority on the part of 
Towse to indorse or transfer the check. 
Thereafter Coleman, as holder, brought 
suit on the check, which had been certi- 
fied, against the Seattle National Bank. 
The court decided in favor of the bank, 
saying: “We are quite unable to see any 
implication arising from the language of 
this writing alone, suggesting that Towse 
possessed this extraordinary agency 
power, and we are to remember that 
there is nothing in this record showing 
any extraneous circumstances touching 
the nature of the business he was sup- 
posed to, or did, transact for the fruit 
company from which any such implica- 
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tion can be drawn.” The court in its 
decision quotes from 2 C. J. 636 as fol- 
lows: 

“Commercial paper, such as bills, notes 
and checks, passes current to a limited 
extent like money, and accordingly power 
to an agent to execute or indorse it is 
to be strictly limited and will never 
be lightly inferred, but ordinarily must 
be conferred expressly. The most com- 
prehensive grant, in general terms, of 
power to an agent conveys no power to 
subject the principal to liability upon 
such paper unless the exercise of such 
power is so necessary to the accomplish- 
ment of the agency that such intent of 
the principal must be presumed in order 
to make the power effectual.” 

Coleman v. Seattle National Bank, 186 
Pac. 275. 


LIABILITY OF BANK TO CUSTOMER FAaLL- 
ING Down-Stairs WHILE ATTEMPT- 
ING TO ENTER BANK—IOWA 


Downing, a customer of a bank, while 
attempting to enter the bank, stepped 
through the wrong door, fell down- 
stairs and was painfully injured. He 
obtained a verdict and judgment against 
the bank for $2,750, from which the bank 
appealed. It contended (1) that he was 
negligent in not looking at the floor 
while stepping into the bank building, 
(2) that it was not negligent, (3) that 
he was a mere licensee, as to whom it 
owed no affirmative duty of care, and 
(4) that the verdict was excessive. 

The vestibule opening into the bank 
had two doors, one parallel to the street, 
opening into the lobby of the bank; the 
other, at right angles to the street, was a 
door to a stairway leading to the base- 
ment. Between the lobby of the bank 
and the stairway was a “balustrade” of 
the same height as the bank counter and 
in harmony therewith. From the open 
stairway door could be seen the lobby of 
the bank. Apparently the stairway door 
was open and the other one closed when 
Downing came to the bank, which open 
door partially obstructed the door to the 
bank lobby. Downing, through the open 
door, saw the officer of the bank with 
whom he wished to transact business, 
and attempting to go where he was, took 
a step and landed at the bottom of the 
stairs. Downing claims that he thought 
the balustrade was the bank counter. 

(1) The contributory negligence of 
Downing was for the jury, especially in 
view of the fact that the building was 
one that the public was invited to enter. 
“We are not prepared to hold that, as a 
matter of law, a person about to enter 
a bank, store or other business building 
which the public is invited to enter for 
the transaction of business is guilty of 
negl gence in failing to look to the floor 
of the vestibule or corridor of such a 
place of business before crossing the 
threshold of an open door.” 

(2) The negligence of the bank was 
a’so for the jury. The open door was 
the apparent way to enter the bank, A 
bank owes “a duty to all persons who 
properly [come] to the bank on business 
to exercise reasonable care and prudence 
to provide a safe and suitable entrance 
to said bank and to have the approaches 


thereto so constructed and maintained 
that visitors would not be liable to step 
into dangerous pitfalls by reason of mis- 
leading doors.” 

(3) Downing wished to transact some 
bank business and also to see an officer 
of the bank, who was also a township 
officer, about a township matter. The 
officers of the bank allowed this par- 
ticular officer to transact the town busi- 
ness at the bank. Downing, coming 
upon the premises to transact this busi- 
ness of a dual character, “was something 
more than a mere licensee.” 

(4) While the $2,750 verdict was large, 
the court felt that it could not substitute 
its judgment for that of the jury. 
Downing v. Merchants’ Nat. Bank, 184 
N. W. (Iowa) 722. 


LIABILITY OF BANK FoR STOLEN LIBERTY 
Bonps—NortH CAROLINA 


The liability of a bank for Liberty 
bonds stolen from its vault was pre- 
sented by an agreed statement of facts, 
from which it appears that Elon College 
delivered Liberty bonds to the Elon 
Banking and Trust Company for trans- 
mission and exchange into the permanent 
issue and return to the college. Twenty- 
six days after the return to the bank of 
the bonds burglars blew open the vault 
and stole them. They were deposited in 
the safe of the bank, together with bonds 
belonging to the bank itself (all of which 
were stolen), instead of in the burglar- 
proof compartment or “money chest.” 
The insurance policies carried by the 
bank provided for 100 per cent. protec- 
tion from loss from the burglar-proof 
compartment, but for 10 per cent. only 
as to property in the safe. This 10 per 
cent. the bank collected and has tendered 
to the college, which refused the tender, 
contending that the bank was liable for 
the full value of the bonds. 

The court stated in the first place that 
such services as those rendered here 
were not only within the scope of the 
authority of banks, but also “a very im- 
portant part of the business of every 
bank.” 

“While it is a general rule that an 
accommodation bailee is liable only for 
gross negligence, the courts in nearly all 
recent cases have held that a stricter 
degree of care is required of banking 
institutions receiving articles of more 
than usual value [such as Liberty bonds], 
and holding themselves out as having 
special facilities for their transmission 
and safe-keeping. In fact, they are not 
accommodation bailees, for while a bank 
‘may not receive any direct compensa- 
tion for its service, it obtains advantages 
therefrom in attracting and retaining 
clients.’ ” 

Since banks so hold themselves out 
“and since such institutions at such small 
cost can obtain indemnity that will abso- 
lutely protect them, the courts have come 
to apply to them a measure of liability 
which has been invited by them, to wit, 
the rule of the ordinarily prudent man 
in like circumstances; or to be more 
specific, the care that a prudent and 
diligent banker would give his own 
property or securities of like value and 
importance. As has been said, the asser- 
tion that banks are liable for gross 
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negligence only is well calculated, if gen- 
erally accepted as such, to thwart the 
only purpose for which such a deposit 
is ever made. Banks are instituted and 
their buildings constructed for the deliv- 
ery in, and safe-keeping of, money and 
money securities.” 

That the bank took the same care of 
the securities deposited as it did of its 
own similar securities is not conclusive 
of its lack of negligence under the mad- 
ern rule. It repels a presumption against 
it arising from the loss, but is not con- 
clusive of non-liability, “because mani- 
festly one may take risks with his own 
property that he has no right to take 
with another’s and because it is not a 
question of the care exercised by him as 
an individual merely, but as one of a 
class.” 

The agreed statement of facts did not 
include and in the nature of the case 
would not include any agreement as to 
the ultimate fact of negligence or lack 
of negligence. Consequently, in the par- 
ticular case, although many evidentiary 
facts were stated tending to show negli- 
gence, the court refused to decide the 
question as one of law, but stated that it 
was a question for the jury. Elon Col- 
lege v. Elon Banking and Trust Com- 


pany, 109 S. E. 6. 


State Tax DISCRIMINATORY AGAINST 
SHArREs OF NATIONAL BANKS—FEDERAL 


The shares of the First National Bank 
of Fargo, N. D., together with the shares 
of other national and state banks, were 
taxed for state, city, county, etc., pur- 
poses at the rate of 35.3 mills per dollar 
of valuation, exclusive of that invested 
in real and personal property. 

By the Money and Credits Act of 
North Dakota (C. 230, Laws 1917) 
“other moneyed capital in the hands of 
individual citizens of the state,” with 
certain exceptions, was taxed at the rate 
of 3 mills on the dollar of valuation. Had 
this rate been applied to the shares of 
the Fargo bank the tax would have been 
$1,482 instead of $17,483. 

The bank brought suit “as the statu- 
tory paying representative of the share- 
holders” to enjoin the collection of the 
tax as in violation of Section 5219, U. S. 
Rev. St., which provides that shares of 
stock of national banks shall not be as- 
sessed at a greater rate than that 
“assessed upon other moneyed capital in 
the hands of mdividual citizens of such 
state.” 

The discrimination to be in violation 
of the Federal statute must be “appre- 
ciable or substantial.” The discrimina- 
tion here was such. In the city of Fargo, 
“there was at least $2,000,000 of moneyed 
capital in the hands of individual citizens 
taxed at the 3-mill rate and $1,383,023 of 
national and state bank shares taxed at 
the rate of 35.3 mills; * * * the 
same relative proportion existed through- 
out the county and the state.” 

“Tt is not enough to say that the shares 
of state banks are treated equally with 
those of national banks.” 

“The act of Congress itself makes the 
classification, and the comparison for 
equal treatment in taxation of moneyed 
capital is between that belonging not to 
banks, national and state, and other cor- 
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porations as a class, but to the indi- 
vidual citizens of the state.” 

It is immaterial that the 3-mill tax 
rate was enacted to prevent moneyed 
capital of individuals from escaping tax- 
ation. Eddy 7. First Nat. Bank of 
Fargo, 275 Fed. (Cir. Ct. App.) 550. 


REMOVAL OF FURNITURE AND FIXTURES 
BeEForE DELIVERING POSSESSION OF 
BANKING House To PURCHASER 
AT ForECLOSURE SALE—IDAHO 


The Pioneer Bank and Trust Com- 
pany, before delivering possession of its 
banking house to Beebe, the mortgagee, 
who bought the property in at foreclo- 
sure sale, removed certain furniture and 
fixtures, and even a door of the bank 
vault. This removal resulted in a suit 
by Beebe for damages. 

The primary question is as to whether 
the mortgage covered the property in 
question. It expressly included “the 
improvements thereon situated.” This 
phrase would include “any fixtures which 
had become part of the realty; it would 
not include fixtures which had not be- 
come part of the realty.” 

The parol agreement made at the time 
of the execution of the mortgage that 
furniture and fixtures should not be in- 
cluded in the mortgage could not be 
shown, since it would vary the terms of 
the written agreement, which, as we 
have seen, expressly included “improve- 
ments.” 

Were then the various articles in ques- 
tion fixtures? This depends upon the 
application of well-settled principles of 
law to the facts of the particular case. 

As for the furniture and fixtures, 
“they were set flush against the walls 
and fastened to them; the baseboard 
being cut and fitted around the partitions, 
which were attached to the floor with 
angle iron braces. It took carpenters 
one day and three hours to remove them, 
and their removal left marks upon the 
walls and gaps in the baseboard. The 
vault door was built into the wall of 
the vault, imbedded in cement. It took 
an expert stone mason and concrete 
worker fifteen hours to get it out of the 
wall by cutting away the concrete built 
around it.” 

“The fact that the bank carried the 
property in question on its books as fix- 
tures was not admissible to show its true 
character. If it tended to show an in- 
tent on the part of the bank it was a 
secret intent not disclosed to the mort- 
gagee or the appellant, and was there- 
fore not admissible.” 

Applying the general principles of the 
law of fixtures the court held that the 
door to the bank vault was a “fixture” 
as a matter of law and covered by the 
mortgage. The other property presented 
a question of fact for the jury. Beebe 
cea Bank and Trust Co., 201 Pac. 


Cuecks WitHout Funps Statute Con- 
STITUTION AL—GEORGIA 


The “Checks Without Funds” statute, 
recommended by the American Bankers 
Association, has been held constitutional 
by the Georgia Supreme Court. The 
statute (Georgia Banking Law of 1919, 
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Art. 20, Sec. 34) does not violate “article 
1, section 1, paragraph 21, of the consti- 
tution of this state, which prohibits im- 
prisonment for debt. The section [of 
the statute] is not designed for punish- 
ment for mere non-payment of debts, 
but provides for the punishment of per- 
sons practicing the fraud specified there- 
in.” Hollis v. State, 108 S. E. (Ga. 
Sup.) 783. 


TrADE ACCEPTANCE AS PAYMENT AND AS 
TERMINATING LIEN—WASHINGTON 


The seller of iron castings drew a 
trade acceptance on the purchaser, which 
accepted it. The seller deposited it at its 
bank and was given credit therefor. 
When presented at the bank at which it 
was made payable the funds of the ac- 
ceptor were insufficient to pay it and 
payment was refused. The acceptance 
was then returned to the depository bank, 
which charged the amount thereof back 
to the depositor. 

“The trade acceptance, not having been 
paid, did not operate as a payment of the 
debt, nor defeat the right of foreclo- 
sure.” In other words, it did not termi- 
nate the mechanics’ lien of the seller. 
Sumner K. Prescott Co. v. Sumner, 201 
Pac. 308. 


RECOVERY ON CASHIER’S Bonp For Non- 
CRIMINAL OvERDRAFTS—LOUISIANA 


Druilhet, the cashier of the Bank of 
Jeanerette, allowed certain overdrafts 
and “cash items” for the amount of 
which the liquidators are seeking to hold 
him and the American Surety Company, 
the surety on his official bond. The 
bond covered “such pecuniary loss, not 


-exceeding $10,000, as said employer shall 


have sustained by any act of fraud, dis- 
honesty, forgery, theft, embezzlement, 
wrongful abstraction or misapplication on 
the part of said employee.” 

The surety company claimed that since 
there was no contention on the part of 
the liquidators that the acts of Druilhet 
were criminal, the terms of the bond did 
not cover the allowance of overdrafts 
and cash items, but the court refused to 
adopt this claim, holding that the surety 
would be liable for a misapplication of 
the funds, whether or not the cashier had 
a criminal intent. 

The remaining question, then, is 
whether the overdrafts and cash items 
were authorized. 

“The overdraft is the act of checking 
out more money than one has on deposit 
in a bank; and it may be either a legiti- 
mate method of borrowing the money 
or a criminal method.” 

The court assumed that the board of 
directors of the bank had power to make 
such loans as it saw fit, consistent with 
good faith, etc. “The cashier, as we 
understand the general rules governing 
such institutions, was not authorized, by 
virtue of his office, to make loahs or 
allow overdrafts or cash items.” 

“But it was no doubt competent for the 
board of directors to vest in him certain 
discretionary power in such matters.” In 
the particular case, “as the authority of 
the cashier was not granted in specific 
terms, but is deduced from the acquies- 
cence of the directors in its exercise by 
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him, the measure of his authority is de- 
terminable by the extent, conditions and 
period to, under and during which it 
was exercised.” Acquiescence in over- 
drafts by the cashier personally, by a 
firm of which he was a member and by 
a firm of which his brother was a mem- 
ber, for instance, would not give him 
authority to increase greatly those over- 
drafts. 

The directors were held to have ac- 
quiesced in all overdrafts prior to a 
stated meeting of the board because of 
their previous knowledge and their fail- 
ure to repudiate them. But they were 
held not to have acquiesced in overdrafts 
and cash items subsequent thereto “be- 
cause we are satisfied that they were in 
ignorance that overdrafts and cash items 
were then being allowed, and would not 
have acquiesced therein if they had been 
informed of them.” Bank of Jeanerette 
v. Druilhet, 89 So. 674. 


LIABILITY FOR PARTICIPATING IN CON- 
SPIRACY TO OsstRuUCT ENFORCEMENT 
oF JUDGMENT AGaINST Cus- 
TOMER—F EDERAL 


A civil contempt proceeding was 
brought against the First National Bank 
of Modesto, Peck, its president; the 
Union Savings Bank of Modesto, Swan, 
its president, and another, because of an 
alleged conspiracy to obstruct the en- 
forcement of a judgment of $32,000 
against Mrs. Dillon, entered October 3, 
1919, on which execution was stayed at 
her request for thirty days. 

Immediately upon the rendition of the 
judgment Peck and Swan aided her in 
converting her real and personal prop- 
erty “at a large sacrifice” into negotiable 
certificates of deposit issued by the two 
banks. Defendants did not deny this, 
but did deny knowledge of Mrs. Dillon’s 
purpose in disposing of her property. 
They asserted that they treated this as 
an ordinary business dealing. The court 
detailed the circumstances at great length 
and concluded from the facts recited that 
Peck and Swan were chargeable with 
knowledge of the real purpose of Mrs. 
Dillon, “and as to the two banks, they, 
of course, are chargeable with the same 
knowledge, purpose and intent as their 
officers through whom alone they could 
act.” 

When the banks and their officers “un- 
dertook to render this judgment nugatory 
and valueless by lending their aid to 
remove the only tangible property of the 
judgment debtor beyond the reach of 
process they were as guilty of violating 
the court’s order as though it had forbid- 
den their acts in positive terms, and 
under well-established principles their 
acts constituted a contempt of court.” 

The banks and their officers, as joint 
tort-feasors, were required to pay the 
amount remaining due on the judgment 
($3,367.11), with interest and costs, and 
an attorney’s fee of $750. The court did 
not consider it material that by proper 
proceedings plaintiffs in the original 
action against Mrs. Dillon might collect 
more from the property of Mrs. Dillon. 
“Tt is not a case where plaintiffs should 
first be required to exhaust their remedy 
against” Mrs. Dillon. Lineker v. Dillon, 
275 Fed. (Cal.) 460. 


Business Aspects of the New Free State 


purely in its 
business aspect—and _ elimi- 
nating all political considera- 
tions—the ending of seven and one 
half centuries of strife and conten- 
tion betwen England and Ireland is 
an event which commands interest 
because of the commercial oppor- 
tunities which may now be opened. 

With the distractions, the drain 
in money and in man power of civil 
war removed, the people of the new 
Irish Free State may be expected to 
turn their energies and capabilities 
to the development of their country 
to its fullest possibilities. That Ire- 
land is not an extensive domain 
need be no insuperable obstacle to 
future greatness; England, though 
possessing more 
area, also is re- 
stricted in home 
land area. Eng- 
land has an area 
of 50,874 square 
miles and on the 
basis of the 1911 
census 34,045,290 
population, while 
Ireland with an 
area of 32,586 
square miles had, 
according to that 
census, 4,390,219 
population 
—roughly speak- 
ing, the new free 
state is in area 
something like 
Georgia or Indi- 
ana and in population, according to 
the old figures, ranking with Texas. 

The staple industry of Ireland is 
agriculture and in 1919 one fourth 
or about 5,326,437 acres, according 
to the report of our vice-consul at 
Dublin, was under crops, the larg- 
est of which was hay, to which 2,- 
520,096 were devoted. 

Among the best known, and per- 
haps the most highly regarded, of 
Ireland’s industrial products is its 
fine linen. In the Belfast district 
alone there are from 100 to 200 
factories engaged in the production 
of linens and it is said that 350,000 
persons in the Ulster district de- 
pend directly or indirectly upon the 
linen industry for their livelihood. 
Commencing with the autumn of 
1920 the industry suffered a period 
of depression which closed some 


factories and reduced others to 
operation of but a few days a week. 
The operatives were paid by their 
employers a proportionate sum and 
under the government unemploy- 
ment acts they received additional 
income. 

A perplexing feature in this in- 
dustry has been a shortage of home 
grown flax due to the curtailment 
of acreage. The crop is not the 
easiest crop to raise and, uncertain 
of its harvest value, farmers have 
hesitated over venturing with it 
in the way they would in normal 
times. Besides this, importation 
from Russia, whence comes a large 
part of the raw material, has long 
since ceased. But despite all the 


Launching An Ocean Liner at Belfast 


ramifications of the depression the 
linen industry never was in any 
more danger of extinction than is 
our own cotton industry. 

But notwithstanding the losses 
of the World War, the drain of 
civil war and the general upset of 
business, Ireland, according to re- 
ports, does not enter into its new 
sphere in an exhausted condition. 
Some of the favorable factors are 
illustrated in the following report 
from Trade Commissioner G. B. 
Johnson: 

“The deposits and cash balances 
in the Irish Joint Stock banks on 
June 30, 1913, were £62,142,000. 
There was an increase each year, 
and a rapid increase in the rate of 
increase, until on June 30, 1921, 
the figures reached £186,440,000. 
In the Post Office Savings Bank, 
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where the humble man keeps his 
nest egg, the deposits of £13,167,- 
000 at the end of the year 1913, 
rose to £13,870,000, at the end of 
1920. In the Trustee Savings 
Banks the figures for June, 1913, 
and the same month this year were 
£2,633,000, and £3,437,00 respec- 
tively. Full allowance in consider- 
ing these figures should be given 
for the general increase in values 
of commodities, or in other words 
the decrease in the purchasing 
power of money. Considering this, 
it will be seen that while the cost 
of living in Great Britain (probably 
much less in Ireland) in July of this 
year was about 122 per cent. above 
the cost in July, 1914, as recent 
Board of Trade 
returns show, 
which no doubt 
fairly approxi- 
mately represents 
the general in- 
crease in values in 
the same period. 
the deposits in 
the Joint Stock, 
Post Office Sav- 
ings Bank and 
Trustee Banks in- 
creased 168 per 
cent. In _ other 
words, the tide of 
prosperity in Ire- 
land increased at 
a much faster rate 
than the cost of 
living. During 
the period June 30, 1913, to June 
30, 1921, the amount of British 
Government Stock held in Ire- 
land increased from £43,335,000 
to £102,048,000 or 135 per cent.” 

“The balance of Irish trade has 
been strongly in Ireland’s favor. 
For the three years 1918, 1919 and 
1920 Irish exports have exceeded 
imports by over fifty million ster- 
ling. This has served greatly to 
strengthen Ireland’s economic posi- 
tion. The graziers have been bene- 
fited by high values which have 
ruled for live stock. Ireland is for- 
tunate, in view of the present 
marked shortage of meat in Europe, 
in having conserved practically in- 
tact her pre-war quantity of cattle.” 

The United States reports show 
that in 1920 the island imported 
from this country a total of $38,- 
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206,364 and exported to this coun- 
try a total of $42,312,262. 

If the present plans do not mis- 
carry Ireland will have the making 
of a tariff the nature of which will 
determine the future volume of 
trade between it and the United 
States. But one thing is certain— 
that by the settlement of the 
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Agriculture the Leading Industry 


trouble, business in the United 
States is to be relieved of irritation 
and ways are now opened for the 
investigation of new possibilities If 
under the new régime emigration is 
stayed, the commercial strength of 
the new free state may give addi- 


. tional impetus to its industries. 


The importance of this factor is 
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suggested by reference to the popu- 
lation of the island in 1841. Then 
there were 8,175,000 people. There 
has since been a steady decline. 
During the sixty years from 1851 
to 1911, more than 4,190,000 per- 
sons, or a host approximately as 
great as the total population of to- 
day emigrated to other countries. 


Fingerprint Protection 


HE Postoffice Department has 

: established the fingerprint 

method of identification in con- 

nection with the postal savings 
system in every postoffice having on de- 
posit $100,000 or more. 

There are two main purposes in taking 
fingerprint impressions of postal sav- 
ings depositors, says the Department in 
its letter of instructions. First and 
foremost, is the protection of paying 
postmasters and postal savings clerks. It 
is intended that the taking of finger- 
prints shall supplement but not supplant 
the test questions. These questions will 
continue to be used for identification 
purposes as well as to serve many other 
useful purposes, such as in locating the 
payees or their relatives in the event of 
the account becoming unclaimed. The 
infallibility of the fingerprint for identi- 
fication purposes is well known and es- 
tablished. 


A second and almost equally impor- 
tant reason for the taking of fingerprints 
is the protection of the depositors. 
While test questions ordinarily are suffi- 
cient to identify the depositor, cases 
have arisen in which near relatives or 
acquaintances have answered the test 
questions to the satisfaction of the pay- 
ing postmaster or clerk and _ thereby 
secured deposits illegally. While “the 
faith of the United States is solemnly 
pledged to the repayment of deposits” 
and the depositor always receives his 
money, at the same time considerable 
delay usually results in such cases which 
the taking of fingerprints will eliminate. 
Many of our foreign-born depositors 
in the progress of their Americanization 
attend the schools and show such im- 
provement in their writing that their 
signatures materially change. Finger- 


prints in such cases saves the depositor 
the possibility of a delay in withdraw- 
ing his funds and eliminates the “chance” 
which the paying postmaster or clerk 
might take. Fingerprints will also be an 
invaluable aid in connection with the 
transfer of accounts between post offices, 
payments by mail, and where the de- 
positor cannot write his name or does 
not write in English characters. 

The Department directs that a print 
of the first or index finger of each hand 
shall be taken, and the director con- 
tinues : 

The impression of a finger on each 
hand is taken so that in the event of in- 
jury to the right hand making it im- 
possible to take the fingerprint in mak- 
ing a withdrawal, the identification may 
be established by the first finger of the 
left hand. 
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TRUST COMPANY DIVISION 


Third Mid-Winter Conference 


As announced in last month’s issue of 
THE JourNAL, the Third Mid-Winter 
Conference and the Eleventh Annual 
Janquet of the Trust Companies of the 
United States will be held at the Waldorf 
Astoria Hotel, New York City, on Thurs- 
day, February 16. 

The conference will be held in the 
morning and afternoon and the program 
will consist principally of discussions 
upon topics of interest to fiduciary insti- 
tutions. A luncheon will be held at one 
o'clock, at which time the opportunity 
will be afforded to renew old friendships 
and form new ones. Reservations for 
the luncheon may be made as usual on 
blanks supplied to all members for this 
purpose. 

Reservations for the banquet to be held 
in the evening will be made by subscrip- 
tion on the official blanks—also supplied 
to all members. 

Members desiring to secure hotel, 
theater or railroad reservations may do 
so—as in the past—upon notifying the 
deputy manager. These matters should 
be attended to as early as possible in 
order to secure proper accommodations. 


The 1921 Publicity Campaign 


Reviewing the accomplishments of the 
trust companies’ national publicity cam- 
paign for the year, it is gratifying to note 
the success of this pioneer educational 
movement. Letters from _ subscribing 
companies commending the work of the 
committee and showing many favorable 
reactions and substantial new business 
could be given at great length. A few 
of the expressions show the general feel- 
ing as to the value of this campaign: 

“We have enjoyed a very nice increase 
in trust business during the past year, 
which we believe due to a large extent 
to the national publicity campaign.” 


“May we not say that the national pub- 
licity campaign during the past year has, 
in our opinion, been a most meritorious 
arrangement—one very well planned and 
administered and apparently productive 
of the results desired. We are very glad 
to participate.” 


“We have been very much pleased with 
the results of your campaign of trust 
company advertising and desire to con- 
tinue our subscription.” 


“We appreciate what an immense good 
has been done through this cooperative 
effort. The committee on publicity is 
certainly to be congratulated on their 
work of the past year, which cannot help 
but be beneficial to all subscribers to the 
1921 campaign.” 


“We are very glad to subscribe because 
we cannot help but feel that this educa- 
tional campaign has been of great benefit 
to the entire country.” 

“You are doing excellent work and I 
heartily congratulate you on your success 
in putting over such practical publicity.” 


“I want to take this opportunity of con- 
veying to you our appreciation of the 
services rendered by the publicity cam- 
paign along this line and have no doubt 
that the continued publicity cannot but 
help the trust business throughout the 
country.” 


Personnel of Committees 


Committee on Legislation 
(Handling Federal Legislative Matters) 


Henry N. Campbell, chairman of board, 
Union Trust Company, Detroit, Mich. 
(Chairman). 

Uzal H. McCarter, president Fidelity 
Union Trust Company, Newark, N. J. 

W. T. Kemper, chairman of board, 
Commerce Trust Company, Kansas City, 
Mo. 

E. P. Maynard, president Brooklyn 
Trust Company, Brooklyn, N. Y 

Lucius Teter, president Chicago Trust 
Company, Chicago, 

H. W.. Jackson, president Virginia 
Trust Company, Richmond, Va. 


Committee on Protective Laws 
(Handling State Legislative Matters) 
Nathan D. Prince, vice-president the 

Hartford-Connecticut Trust Company, 

Hartford, Conn. (Chairman). 

Thos. C. Hennings, vice-president Mer- 
cantile Trust Company, St. Louis, Mo. 

J. W. Chalfant, trust officer the Co- 
lonial Trust Company, Pittsburgh, Pa. 

John Stites, president the Louisville 

Trust Company, Louisville, Ky. 

G. Boyce, Jr., vice-president Mer- 
cantile Trust and Deposit Company, 
Baltimore, Md. 

J. H. Coverley, trust officer Title In- 
surance and Trust Company, Los An- 
geles, Calif. 


Committee on Cooperation With 
the Bar 


Wm. S. Miller, vice-president the 
Northern Trust Company, Chicago, III. 
(Chairman). 

Ralph Stone, president Detroit Trust 
Company, Detroit, Mich. 

G. T. Stephenson, secretary “and as- 
sistant trust officer Wachovia Bank and 
Trust Company, Winston-Salem, N. C. 

Robertson Griswold, vice-president 
a Trust Company, Baltimore, 

F. W. Denio, vice-president Old Col- 
ony Trust Company, Boston, Mass. 
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Committee on Standardization of 
Charges 


George D. Edwards, vice-president 
Commonwealth Trust Company, Pitts- 
burgh, Pa. (Chairman). 


H. F. Wilson, Jr., vice-president Bank- 
ers Trust Company, New York. 


A. V. Morton, vice-president the Penn- 
sylvania Company for Insurances on 
Lives and Granting Annuities, Philadel- 
phia, Pa. 


Committee on Community Trusts 


F. J. Parsons, vice-president U. S. 
Mortgage and Trust Company, New 
York (Chairman). 


F. H. Goff, president the Cleveland 
Trust Company, Cleveland, Ohio. 


Isaac H. Orr, vice-president St. Louis 
Union Trust Company, St. Louis, Mo. 


F. H. Fries, president Wachovia Bank 
we. Trust Company, Winston-Salem, 


Chas. E. Rogerson, president Boston 
Safe Deposit and Trust Company, Bos- 
ton, Mass. 


A. W. Harris, president Harris Trust 
and Savings Bank, Chicago, IIl. 


Committee on Publicity 


Francis H. Sisson, vice-president Guar- 
anty Trust Company, New York (Chair- 
man). 


Fred W. Ellsworth, vice-president 
Hibernia Bank and Trust Company, 
New Orleans, La. 


G. Prather Knapp, publicity manager 
Mississippi Valley Trust Company, St. 
Louis, Mo. 


Edw. H. Kittredge, advertising man- 
ager Old Colony Trust Company, Boston, 
Mass. 

F. Dwight Conner, manager Publicity 
Department, Illinois Trust and Savings 
Bank, Chicago, III. 


Committee on Staff Relations 


P. E. Hathaway, employment manager 
the Northern Trust Company, Chicago, 
Ill. (Chairman). 

George D. Edwards, vice-president 


Commonwealth Trust Company, Pitts- 
burgh, Pa. 


Arthur H. Burg, vice-president St. 
Louis Union Trust Company, St. Louis, 
Mo. 


Charles E. Wolff, comptroller Colum- 
bia Trust Company, New York City. 
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SAVINGS BANK DIVISION 


President Harding Says 


“I have for many years been pretty 
well convinced that saving money is 
largely a matter of habit, and people 
who make a good beginning at it pres- 
ently discover that it is by no means 
impossible, and it is also a good thing 
to do.” 

So, start with the children. 

Try school savings. 

Success depends on much besides the 
blanks and other mere mechanical details. 

Member banks should, of course, keep 
in touch with the Association’s files and 
reports, especially before deciding that 
expert assistance is not a necessary ex- 
pense. 

From California 


“The encouragement of school savings 
by the bank fraternity through the Amer- 
ican Bankers Association, is one of the 
greatest pieces of bank constructiveness 
being put over in America today, and 
we hope to see this movement fostered 
in every community of the United 
States.” 

From letter of December 15 by Philip 
J. Lawler of the Bank of Italy, San 
Francisco, Calif. 


Industrial Savings Banking 


The amount of attention which will 
be given to increasing the ease with 


which many employees in industrial and . 


mercantile establishments, and also in 
commercial or professional offices, may 
make systematic deposits is the subject 
of both serious study and much interest- 
ing experience at this writing. 

A _ payroll deduction plan which has 
continued in successful operation through 
the period of business depression is de- 
scribed elsewhere in this JouRNAL, and 
reprints of that article may be obtained 
through the office of this Division. 

Other material and personal consulta- 
tion is also provided by this office for 
member banks and their clients. 


Albany’s Industrial Plan 


The Albany City Savings Bank has 
prepared a simple plan for attracting 
attention to savings accounts which it 
operates under the title of “Employee’s 
Systematic Savings Plan.” 

A four-page folder is accompanied by 
two cards, of which one may be ad- 
dressed to the employer as an order for 
payroll deduction or the other addressed 
to the savings bank asking for a “con- 
fidential account” whereby the employee 
encloses the deposit and pass book in a 
special sealed envelope which he leaves 
at the employer’s office who then for- 
wards to the bank and receives back the 
book in like manner. 


School Savings Records 
The Union Savings Bank of Pitts- 


burgh reports inclusive of the ninth 
“bank day” on December 13 show: 


Total enrollment 

Bank accounts 

Weekly deposit average 
Bank balance that day 
Withdrawals to date 

On the first bank day twenty-two 
buildings were 100 per cent., eighty-seven 
buildings were 60 per cent. or better, 
one high school opened 1,974 accounts 
among 2,171 pupils. The number of de- 
positors has been larger each week than 
on the opening day, on December 13 
being 60,256. 

Pittsburgh’s tenth “bank day,” Decem- 
ber 20, resulted in deposits of $14,051.63 
from 60,817 depositors, of which 1,612 
were in the high school mentioned above. 

In Toledo the Commercial Savings 


. Bank and Trust Company changed its 


system after fifteen years of operation 
prior to October, 1921. After about two 
months’ operation of the new system the 
record is as follows: 

New 
System 
Accounts 23,112 
Per cent. of all — 76 
Weekly deposit av... $912. ia $3,217.60 

Jackson (Mich.) ‘eae decided that 
neither jointly nor singly would they 
operate a school savings system. A build- 
ing and loan association thereupon in- 
stalled its investment plan with over 60 
per cent. of the total enrollment recorded 
as “depositors” on the opening day. 

Troy (N. Y.) is making experimental 
change to relieve teachers of bookkeeping 
duties. 

Vicksburg (Miss.) and Bixby (Okla.) 
report discontinuance of this school work 
because of theft of money left in ma- 
chines. The Peoples Savings Bank and 
Loan Company of the former city advise 
that “the schools were so poorly pro- 
tected that the tellers were broken into 
and robbed so often that we were com- 
pelled to discontinue the use of them.” 
Other cities using a similar system 
should see that there is no similar dam- 
age to valuable property of the banks, 
the savings deposits of the pupils, and 
especially to the high reputation of the 
banks for accuracy, safety and stability. 
Any abandonment of this important edu- 
cational project is a misfortune to the 


pupils. 
On Teaching Thrift 


What- should be included in a text- 
book on thrift for use in public and 
private schools? The effort to reply to 
that question will indicate the difficulties 
to supply a need which some believe to 
be more apparent than real. From the 
correspondence in the Savings Bank 
Division we quote the following inquiry 
and our reply: 


“I am much interested in getting a system 
of school savings or thrift in the schools as a 
part of the curriculum. Perhaps, if we can 


526 


Old 


find a text book, or .its equivalent of sufficient 
moment, we may do so. Not until then shall 
we have the interest of the teachers at heart. 
and not until the proposition is thoroughly 
sold to the teachers shall we be able to inter- 
est or develop thrift in the lives of children 
to any marked degree. The teachers work un- 
der such stress of time and strength that they 
are tempted to think that anything outside 
of the subjects upon which their rooms are 
graded is an intrusion.’ 


The Division’s reply suggested that 
“the difficulties in the way of a satisfac- 
tory textbook are so great that I doubt 
if you will find any book which will serve 
the purpose. I have told this to others, 
who have thereupon sought to at least 
plan such a text, but they have all 
found that the difficulty is inherent in 
the subject. 

“Thrift is a habit like goodness or 
honesty or any other virtue, and I am 
quite convinced that mere discussion of 
the abstract idea will get no further with 
this topic than with any of the others. 
The teachers can accomplish most with 
the abstract idea by being an object les- 
son for the pupils. Mere discussion of 
generalities must of necessity be quite 
ineffective. 

“In fact, I would advance the thought 
that perhaps we should all recognize that 
thrift cannot be handled as a concrete 
subject like arithmetic or history, but 
pertains to every phase of our conduct. 
In the broad sense we must encourage 
thrift wherever there is thriftlessness, 
and therefore it is the practical problem 
of bankers to deal especially with thrift 
in the use of money, not with a view 
to developing misers or millionaires, but 
a generation which will understand the 
use of the bank account as the best means 
to the end of wisest spending or invest- 
ing.” 

Forms of Personal Budgets 


A letter to one of the advanced stu- 
dents of home economics, who is 
especially interested in having the sub- 
ject approached from the banker’s 
viewpoint, contained the following sug- 
gestions, which may assist in devising 
new plans for popularizing a project 
which in the abstract is recognized to be 
essential in the application of thrift. 

“There. seem,” wrote the Division’s 
secretary, “to be two distinct classes of 
people whom you are trying to interest 
in living on the budget system. First, 
there is the class of younger people 
where husband and wife have not grown 
apart in financial matters, as is so com- 
mon when the breadwinner gets away 
from his salary as a clerk. Secondly, 
there is the other and older part of the 
population where there is not the frank 
discussion of financial matters between 
husband and wife which is essential to 
the successful operation of the budget 
system. 

“While, of course, the effort on be- 
half of the second class should not be 
abandoned, possibly some more special- 
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ized study should be made to reach and 
help the younger people just as we are 
depending for the greatest results in our 
general thrift work upon the educational 
influences which we are able to develop 
for the next generation. 

“If the above proposition is sound, 
much of the discussion with which we 
are familiar needs to be prepared for 
use by the class of people who would be 
helped in the largest number of cases 
and who will comprise by far the largest 
number of users twenty years from now. 

“In other words, it seems that all of 
this material should be available in two 
distinct grades, with a third or prelimi- 
nary plan of operation for the benefit of 
pupils in schools, 

“To go a step further, and also with 
the apology of thinking out loud, I would 
advance the suggestion that the prelimi- 
nary work should be placed in form for 
use in connection with our school sav- 
ings work, which is rapidly spreading to 
all parts of the country, that the material 
for the newly-weds will also be of spe- 
cial interest and —s to bankers, 
and that the work for those who are 
older and of more confirmed habits must 
be-recognized as having less salability 
because of its lower effectiveness.” 


Pamphlets on Postal Savings 


The stenographic report of the argu- 
ments pro and con as to the proposed 
amendments to the postal savings ac- 
count, also a detailed statement by A. E. 
Adams of Youngstown, chairman of the 
Federal Legislative Committee of the 
American Bankers Association, are avail- 
able for distribution from the office of 
this Division. Every banker should con- 
tain the incontrovertible argument pre- 
pared by Mr. Adams, 


Connecticut MEETING 


The annual meeting of the Savings 
Bank Association of Connecticut was 
held December 9 at New Haven. Presi- 
dent Frazier of this Division was one of 
the speakers. 

P. LeRoy Harwood of New London 
was elected president in succession to 
John Wadhams of Torrington. Other 
officers were elected as follows: Vice- 
presidents Arthur P. Nettleton, New 
Haven; Geo. E. Judge, Waterbury; Ed- 
ward N. Stanley, New Britain; secre- 
tary, William J. Lum, Wallingford; 
treasurer, Harvey J. Brooks, Deep 
River; Executive Committee, James 
F. Hemingway, New Haven; Richard W. 
Coggeswell, Bridgeport; William A. Nel- 
son, Ansonia; C. H. Leach, Middletown, 
and Seymour Curtis, Norwalk. 


Mortcace Loans 

An effective reply to the nation-wide 
propaganda as to the failure of savings 
banks to follow a consistent policy as to 
mortgage loans was pointedly refuted in 
a report to the Rochester (N. Y.) Cham- 
ber of Commerce on November 24. 

The report showed that every savings 
bank in that city was close to its legal 
limit of 65 per cent. of deposits and sur- 
plus for loans on real estate and that 
$6,000,000 had been loaned on this class 
of security during the present year and 
other loans are in process. No other 
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type of institution has been approaching 
any such record. The report said: 

“The board is well pleased with the 
figures submitted and highly commends 
the efforts of the savings banks to assist 
Rochester citizens to live in their own 
homes. It is unanimously agreed that 
criticism of the savings banks for not 
lending freely on real estate is unjusti- 
fiable.” 

This is one item of importance against 
the accuracy of the information before 
Congress and President Harding when 
the new revenue bill was allowed to sub- 
sidize withdrawals from banks for de- 
posit or investment in building associa- 
tion securities. 


Officers and Committees, 
1921-1922 
(Continued from last month) 
STATE VICE-PRESIDENTS 


Alabama—P. O. Thomas, cashier Sel- 
ma Trust and Savings Bank, Selma. 

Arizona—C. W. Gibson, secretary- 
treasurer Phoenix Savings Bank and 
Trust Company, Phoenix. 

Arkansas—Warren E. Lenon, president 
Peoples Savings Bank, Little Rock. 

California—John Willis Baer, vice- 
president Los Angeles Trust and Savings 
Bank, Union Trust and Savings Branch, 
Pasadena. 

Colorado—J. V. Vockins, president 
Central Savings and Trust Company, 
Denver. 

Connecticut — John M. Wadhams, 
treasurer Torrington Savings Bank, Tor- 
rington. 

Delaware—Robert D. Kemp, president 
Artisans Savings Bank, Wilmington. 

District of Columbia—Ezra Gould, 
president Washington Mechanics Savings 
Bank, Washington. 

Florida—John T. Dismukes, president 
Peoples Bank for Savings, St. Augustine. 

Georgia—J. E. Dunson, Jr., president 
La Grange Banking and Trust Company, 
La Grange. 

Idaho—Frank L. Davis, cashier Fre- 
mont County Bank, Sugar City. 

Illinois—H. R. Aisthorpe, cashier First 
Bank and Trust Company, Cairo. 

Indiana—Kent Andrews,  secretary- 
treasurer La Porte Savings Bank, La 
Porte. 

Iowa—John P. Kirby, president First 
National Bank, Estherville. 

Kansas—Geo. H. Hamilton, president 
State Savings and Mercantile Bank, 
Wichita. 

Kentucky—H. L. Rose, vice-president 
-_ cashier First National Bank, Louis- 
ville. 

Louisiana—F. E. Gunter, vice-president 
Canal Commercial Trust and Savings 
Bank, New Orleans. 

Maine—W. T. Goodale, treasurer Saco 
and Biddeford Savings Institution, Saco. 

Maryland—Stuart McKim, vice-presi- 
dent Savings Bank of Baltimore, Balti- 
more. 

Massachusetts — George E. Brock, 
president Home Savings Bank, Boston. 

Michigan—William L. Walz, cashier 
Ann Arbor Savings Bank, Ann Arbor. 

Minnesota—W. F. McLane, vice-presi- 
dent Hennepin County Savings Bank, 
Minneapolis. 

Missouri—W. S. Webb, vice-president 
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and cashier Missouri Savings Associa- 
tion Bank, Kansas City. 

Mississippi—O. _B. Taylor, vice-presi- 
dent Merchants Bank and Trust Com- 
pany, Jackson. 

Montana—R. D. Larabie, president 
Larabie Brothers, bankers, Deer Lodge. 

Nebraska—Ed. Fricke, cashier First 
National Bank, Madison. 

Nevada—George H. Taylor, cashier 
Washoe County Bank, Reno. 

New MHampshire—P. A. Johnson, 
treasurer Sugar River Savings Bank, 
Newport. 

New Jersey — Howard Biddulph, 
— Savings Institution, Bloom- 

eld. 

New Mexico—C. S. White, vice-presi- 
dent First National Bank, Albuquerque. 

New York—Everett Smith, president 
Schenectady Savings Bank, Schenectady. 
North Carolina—H. G. Kramer, cash- 
ier Savings Bank and Trust Company, 
Elizabeth City. 

North Dakota—R. M. Stangler, cashier 
Security Savings Bank, Jamestown. 

Ohio—B. S. Wellman, president the 
Worthington Savings Bank, Worthing- 


ton. 

Oklahoma—Arthur E. Beyer, president 
Guthrie Savings Bank, Guthrie. 

Oregon—L. M. Brown, cashier Harney 
County National Bank, Burns. 

_ Pennsylvania—H. Scott Salmon, cash- 
- Wayne County Savings Bank, Hones- 
ale. 

_ Rhode Island—Arthur E. Stafford, as- 
sistant treasurer Peoples Savings Bank, 
Providence. 

South Carolina—Col. Henry Schachte, 
president Atlantic National Bank, 
Charleston. 

South Dakota—Wm. Hoese, presi- 
dent Commercial and Savings Bank, 
Sioux Falls. 

Tennessee—T. R. Durham, vice-presi- 
dent Chattanooga Savings Bank, Chat- 
tanooga. 

Texas—R. Lee Kempner, vice-president 
Texas Bank and Trust Company, Gal- 
veston. 

Utah—O. W. Adams, vice-president 
Ogden Savings Bank, Ogden. 

Vermont—Hollis E. Gray, treasurer 
Winooski Savings Bank, Winooski. 

Virginia—C. C. Barksdale, cashier 
Union Bank of Richmond, Richmond. 

Washington—R. S. Stacy, president 
Scandinavian-American Bank, Seattle. 

West Virginia—S. D. McGee, cashier 
First National Bank, St. Albans. 

Wisconsin—Ralph McCoy, cashier 
Bank of New Richmond, New Richmond. 

Wyoming—J. D. Thorn, president 
Sheridan Banking Company, Sheridan. 


At a meeting of the Board of 
Directors of the Guaranty Company of 
New York, held December 21, 1921, 
Charles H. Sabin was elected chairman 
of the Board of Directors and Harold 
Stanley was elected president of the 
company. 

Dr. A. H. Giannini, president of the 
East River National Bank of New York 
City and vice-president of the Bank of 
Italy of San Francisco, has been elected 
chairman of the Board of Directors of 
The Commercial Trust Company of 
New York. 


Executive Committee Conference 


Matters of importance to national 
banks prompted the calling of the 
nearby members of the National Bank 
Division’s Executive Committee to a con- 
ference in the Division’s offices in Wash- 
ington, December 12, 1921. There was 
discussion of the number of withdrawals 
from the national system and reorgani- 
zations under state laws. The obvious 
advantage of a nation-wide banking sys- 
tem under the supervision of one central 
authority and susceptible of being arrayed 
as a unit in a program of national 
preservation or advancement was 
stressed. A communication calling atten- 
tion to the dangers that beset the na- 
tional banking system was directed to a 
number of high Federal government offi- 
cials. The letter which bore the signa- 
ture of the division’s officers follows: 


Gentlemen—The Executive Committee of the 
National Bank Division of the American 
Bankers Association, in conference in Wash- 
ington, December 12, 1921, assembled for the 
purpose of considering matters of general in- 
terest to national banks has, by unanimous 
vote, directed its officers to communicate with 
you on the subject of what — to them to 
be an approaching crisis in the national bank- 
ing system of the country. All thoughtful 
bankers and students of finance, we believe, 
agree that a banking system controlled by uni- 
form law under Federal jurisdiction is essen- 
tial to stability and sound finance. 

Owing to the adoption of good state banking 
laws, with broader privileges in a large number 
of states, we view with alarm the shrinkage in- 
capital and resources of national banks, while 
the capital and resources of state chartered 
banks continue to increase. In our opinion 
there is a decided tendency, which has already 
taken practical form and which is receiving 
the most careful consideration of many na- 
tional bankers, to relinquish national charters 
and to reorganize in a large way under state 
banking laws. This tendency, we believe, is 
most evident in the larger cities and towns and 
affects on that account a greater proportion of 
the banking resources of the country than if it 
were more general. 

We did not consider this matter from a self- 
ish viewpoint, for our members can avail them- 
selves of the more liberal state laws and at the 
same time enjoy, if they so desire, all the 
gersnaee of membership under the Federal 

eserve System which they now enjoy. We 
are convinced, however, as citizens interested 
in the maintenance of a uniform financial sys- 
tem in this country that it will be a serious 
mistake to permit the national banking system 
to disintegrate, with the resultant weakening 
of the Federal Reserve System. 

We, therefore, present this general statement 
to you for your most careful consideration and 
offer our best efforts in bringing about a solu- 
tion of the matter if you do conclude that 
conditions are such as are herein presented. 


Income Tax—Bad Debts 


Sections 214 (a) (7) and 234 (a) (5) 
of the Revenue Act of 1921 provide that 
in computing the net income of an indi- 
vidual or corporation there shall be al- 
lowed as a deduction: 


“Debts ascertained to be worthless and 
charged off within the taxable year (or, in the 
discretion of the Commissioner, a reasonable 
addition to a reserve for bad debts); and, 
when satisfied that a debt is recoverable only 
in “- the commissioners may allow such debt 
to be charged off in part.” 


The Commissioner of Internal Rev- 
enue, with approval of the Secretary of 
the Treasury, has issued regulations on 
the sections quoted as follows: 


“The foregoing provision changes the previ- 
ous practice in two particulars—first, by recog- 
nizing a reserve for bad debts, and, second, 
allowing a debt to be charged off in part. 
Under this pe, bad debts may be treated 
in either of two ways—first, by a deduction 
from income in respect of debts-ascertained to 
be worthless in whole or in part, or, second, 
by a deduction from income of an addition to 
a reserve for bad debts. For the year 1921 
taxpayers may, regardless of their previous 
practice, elect either of these two methods and 
will be required to continue the use in later 
years of the method so elected unless per- 
mission to change to the other method is 
granted by the Commissioner. 

(1) Where all the surrounding and attend- 
ing circumstances indicate that the debt is 
worthless, either wholly or in part, the part 
thereof which is worthless and charged off or 
written down to a nominal amount on the 
books of the taxpayer sliall be allowed as a 
deduction in computing net income. There 
should accompany the return a statement show- 
ing the propriety of any deduction claimed for 
bad debts. No deduction shall be allowed for 
the part of a debt ascertained to be worthless 
and charged off prior to January 1, 1921, un- 
less and until the debt is ascertained to be 
totally worthless and is finally charged off or 
is charged down to a nominal amount, or the 
loss is determined in some other manner by a 
closed and completed transaction. Before a 
taxpayer may charge off and deduct a debt in 
part, he must ascertain and be able to demon- 
strate, with a reasonable degree of certainty, 
the amount thereof which is uncollectible. 
Any amount subsequently received on account 
of a bad debt previously charged off in whole 
or in part, and allowed as a deduction for in- 
come tax purposes, in excess of the amount 
not charged off, must be included in gross in- 
come for the taxable year in which received. 
In determining whether a debt is worthless in 
whole or in part, the Commisioner will con- 
sider all pertinent evidence, including the 
value of the collateral, if any, securing the 
debt and the financial condition of the debtor. 
Partial deductions will be allowed with respect 
to specific debts only. 

(2) Taxpayers who have, prior to 1921, 
maintained reserve account for bad debts may 
deduct a reasonable addition to such reserves 
in lieu of a deduction for specific bad debt 
items. Taxpayers who have not heretofore 
maintained such reserve accounts may now 
elect to do so and in such cases shall proceed 
to determine the amount of the reserve that 
should reasonably have been set up as at De- 
cember 31, 1920 (which shall not be deducted 
in computing net income), and in respect of 
1921 and subsequent years, may add a reason- 
able addition to such reserve and deduct the 
amount in computing taxable net income. 
Where a reserve account is maintained, debts 
ascertained to be worthless in whole or in 
part should be charged against the reserve and 
not deducted from income. What constitutes 
a reasonable addition to a reserve for bad 
debts must be determined in the light of the 
facts and will vary as between classes of busi- 
ness and with conditions of business prosper- 
ity. A taxpayer using the reserve method 
should make a statement in his return showin 
the volume of his charge sales (or other busi- 
ness transactions) for the year and the per- 
centage of the reserve to such amount, the 
total amount of notes and accounts receivable 
at the beginning and close of the taxable year, 
and the amount of the debts which have been 
ascertained to be wholly or partially worthless 
and charged against the reserve account dur- 
ing the taxable year. 

Where banks or other corporations which 
are subject to supervision by federal authori- 
ties (or by state authorities maintaining sub- 
stantially equivalent standards) in obedience to 
the specific orders or in accordance with the 
general policy of such supervisory officers, 
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charge off debts in whole or in part, such debts 
shall, in the absence of affirmative evidenc« 
clearly establishing the contrary, be presumed 
for income tax purposes, to be worthless or re- 
coverable only in part, as the case may be. 

Accrued interest may be included as part of 
the deduction for bad debts only when it has 
previously been returned as income. 

A taxpayer (other than a dealer in securi- 
ties) possessing debts evidenced by bonds or 
other similar obligations cannot deduct from 
gross income any amount merely on account of 
market fluctuation. Where a taxpayer ascer- 
tains, however, that due, for instance to the 
financial condition of the debtor or conditions 
other than market fluctuation, he will recover 
upon maturity none or only a part of the debt 
evidenced by the bonds or other similar obli- 
gations and is able to so demonstrate to the 
satisfaction of the Commissioner, he may de- 
duct in computing net income the uncollectible 
part of the debt evidenced by the bonds or 
other similar obligations. 

Where mortgaged or pledged property is 
lawfully sold (whether to the creditor or other 
purchaser) for less than the amount of the 
debt, and the mortgagee or pledgee ascertains 
that the portion of the indebtedness remaining 
unsatisfied after such sale is wholly or par- 
tially uncollectible, and charges it off, he may 
deduct such amount as a bad debt for the tax- 
able year in which it is ascertained to be 
wholly or partially worthless and charged off. 
Where a taxpayer buys in mortgaged or 
pledged property for the amount of the debt, 
no deduction shall be allowed for any part of 
the debt. Gain or loss is realized when the 
property bought in is sold or disposed of. 


Perpetual Charters for National 


_ The National Bank Law, as enacted 
in 1864, provides that associations char- 
tered shall have succession for a period 
of twenty years from date of organiza- 
tion. 

_ Each time a charter is extended the bank 
is put to the expense of having new cur- 
rency plates engraved, and there is en- 
tailed the further loss of the bank notes 
held by the department for shipment to 
the bank. All of this could be obviated 
without difficulty, and recognizing the 
force of the plea for perpetual charters, 
Representative Lawrence from Missouri 
has introduced a bill, No. 9527, providing 
for their issuance. His proposal would 
amend Section 5136 of the Revised Stat- 
utes so the paragraph therein designated 
as “Second” shall read as follows: 

“Second. To have perpetual succession until 
it shall be dissolved by the act of its sharehold- 
ers owning two-thirds ,of its stock, unless its 
franchise shall become forfeited by reason of 
violation of law, or unless it shall be termi- 
nated by the provision of Act of Congress 
hereinafter enacted.” 

Section 2. All acts or parts of acts provid- 
ing for the extension of the period of succes- 
sion of national banking associations for 
twenty years are hereby repealed, and the pro- 
visions of paragraph second of Section 5136, 
Revised Statutes, as herein amended shall ap- 
ply to all national banking associations now 


organized and operating under any law of the 
United States. 


Enactment of this amendment would 
in no way undermine the rigid continu- 
ous supervision exercised over banks by 
the Federal department charged with 
administration of the National Bank Act, 
and there is reason to believe that this 
bill_will be given careful consideration 
in Congress. 


NATIONAL BANK DIVISION | 


STATE BANK DIVISION 


Current Activities 


A majority of the members of the 
State Bank Division of the American 
Bankers Association are located in rural 
communities and consequently the activi- 
ties of the Division are largely devoted to 
country bank problems. 

Farm mortgage finance is the para- 
mount country bank problem at the 
present time, and the State Bank Divi- 
sion has appointed a committee to con- 
sider the subject. Ways and means 
should be devised whereby banks in agri- 
cultural districts may rediscount farm 
mortgages in some such manner as the 
Federal reserve banks now rediscount 
commercial paper. 

The State Bank Division is supporting 
the efforts of the National Association 
of Supervisors of State Banks and the 
Investment Bankers Association to se- 
cure legislation that shall prohibit the 
sale of fraudulent or worthless securities 
without crippling corporations engaged 
in business that is legitimate, even 
though of more or less speculative char- 
acter. 

The State Bank Division, through its 
Public Service Committee, is preparing 
a series of advertisements suitable for 
country state banks, intended not only to 
develop business but to “take the mystery 
out of banking.” The purpose is to en- 
able such banks to use to better advan- 
tage the newspaper space for which they 
are paying. 

The State Bank Division Committee 
on Exchange is cooperating with the 
Committee of Five of the American 
Bankers Association appointed to con- 
sider the same subject, and both com- 
mittees are working in harmony with the 
National and State Bankers Protective 
Association in an endeavor to obtain 
Congressional action authorizing charges 
for the collection of checks. 

Pursuant to resolutions adopted at the 
Los Angeles convention, the State Bank 
Division is opposing any and all legis- 
lation, state or national, intended to ex- 
tend any form of branch banking in the 
United States. 


Canadian Bank Merger 


An interesting episode in Canadian 
banking is the scheme to merge the Mer- 
chants Bank into the Bank of Montreal. 
A statement issued by Sir H. Montagu 
Allan, president of the Merchants Bank 
of Canada, reads as follows: 


The directors of the Merchants Bank of 
Canada have decided to recommend to their 
shareholders the approval of the absorption of 
the Merchants Bank of Canada by the Bank of 
Montreal. They have come to this decision on 
account of the following circumstances: 

Some time ago the directors of the Mer- 
chants Bank, having reason to fear that the 
bank’s affairs were not in the condition as dis- 
closed to them, came to the conclusion that it 
was necessary, in the bank’s interests, that a 
thorough examination of the bank’s affairs 
should be made by a suitable person. They 
secured the services of H. B. Mackenzie, who 


was formerly the general manager of the Bank 
of British North America, and is now the gen- 
eral manager of the Royal Trust Company, 
and his report showed that the bank’s reserve 
was seriously impaired. The directors of the 
Merchants Bank have now obtained from the 
directors of the Bank of Montreal, subject to 
the approval of the Governor-in-Council and 
the shareholders of both banks, an offer to ab- 
sorb the Merchants Bank, and in view of the 
above facts the directors of the Merchants 
Bank (who control large holdings of its stock) 
have decided to advise their shareholders to 
accept the offer of the Bank of Montreal. A 
meeting of the shareholders of the Merchants 
Bank of Canada will soon be called to submit 
the matter to them as required by the Bank 
ct. 


In commenting on the proposed mer- 
ger the Toronto Globe says: 


The absorption of the Merchants Bank by 
the Bank of Montreal comes as a surprise— 
unavoidable in the circumstances. More sur- 
prising is the announcement that the reserve 
of the Merchants Bank had been seriously im- 
paired, a discovery resulting from an inquiry 
ordered by the directors, who, according to 
an official statement, had “reason to fear that 
the bank’s affairs were not in the condition 
disclosed to them.” The public is entitled to 
know how and through whom these difficulties 
arose, and the degree of impairment before the 
directors suspected the gravity of the situation. 
A frank and complete explanation will have a 
reassuring effect on the popular mind. 

The Merchants Bank of Canada is one of 
the oldest banking organizations in the country. 
Its disappearance is a matter for regret in 
more than one respect. The tendency to con- 
centration in the banking field has gone far 
enough, in the opinion of those who are quali- 
fied to judge and can take an impartial view. 
Some years ago a project to amalgamate two 
Canadian banks was vetoed by the then Fi- 
nance Minister on the grounds that both were 
in a sound condition and that no public inter- 
est could be served by their union. It was a 
wise policy, based on the assumption that 
banking concentration was not in itself desir- 
able, or had reached the limit of safety, but 
the minister did not always adhere to it. In 
the present case the stronger bank has ab- 
sorbed the weaker one for good reasons, but 
as it brings the banking business into still 
fewer hands it is to be hoped that the merging 
process will not be permitted to go further in 
the future unless it is essential to the security 
of any institution and the only means of pro- 
tecting its patrons, 


So far as the Merchants Bank cur- 
rency is concerned, officials of both the 
merging banks said that its position had 
not changed in the least, and under the 
law must be accepted by any of the 
chartered banks. It would remain in 
circulation as usual, at least until ratifi- 
cation, and then might gradually disap- 
pear. “Even if a bank fails, its bill must 
be honored by the other chartered 
banks,” said a Merchants Bank official on 
Saturday, “and it becomes a claim 
against the assets; besides, there is a 
fund paid into the Dominion government 
to meet just such a contingency.” 

A Toronto financier said it would have 
been preferable had the resources and 
responsibilities of the Merchants Bank 
been distributed among the other fidu- 
ciary institutions of Canada, instead of 
being concentrated in the hands of an- 
other big Montreal concern. 

“Not only is this placing too much 
power in the hands of one body,” said 
he, “but it will arouse fresh antagonisms 
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between Montreal and Toronto interests. 
In addition, it will still further strain the 
situation which has arisen in connection 
with the National Railways. 

“It is about time,” he continued, “that 
the Toronto banks got a peep in and 
received their share of the business. At 
present the Bank of Montreal is sole 
banker for the Dominion government, 
not only here in Canada, but also in Lon- 
don, England. The other institutions 
collect revenue for thé government, cash 
checks at par and all that sort of thing, 
but get no commission for their work. 
That all goes to the Bank of Montreal.” 

In the past ten years the following bank 
mergers have occurred in Canada: 

Royal absorbed Traders, April, 1912. 

Royal absorbed Quebec, October, 1916. 

Royal absorbed Northern Crown, 
March, 1918. : 

Montreal absorbed British North 
America, July, 1918. 

Nova Scotia absorbed Ottawa, Janu- 
ary, 1919. 

Montreal absorbed Merchants (subject 
to ratification), December, 1921. 

A proposal in 1914 to merge the Bank 
of Hamilton with the Royal was nega- 
tived by the then Minister of Finance, 
Sir Thomas White. 


Blanket Bonds 


At the annual meeting of the State 
Bank Division in Los Angeles the sub- 
ject of indemnity bonds was discussed 
and referred to the Insurance Committee 
of the American Bankers Association. 
In response to such reference the follow- 
ing reply has been received from the 
secretary of the Association’s Insurance 
Committee, L. W. Gammon: 


This is to acknowledge receipt of your letter 
of November 23 transmitting report of the 
proceedings of the State Bank Division of the 
A. B. A., covering the subject of the Bankers’ 
Blanket Bond. 

First: Mr. Lederer is either mistaken or has 
been misinformed when he states that the rate 
on the Bankers’ Blanket Bond has been in- 
creased 200 per cent. to 250 per cent. over 
the rates of a year ago. I will state for 
your information that the Bankers’ Blanket 
Bond was issued in 1916 when it was approved 
by the Insurance Committee of this Associa- 
tion and the increase in rates has just been 
100 per cent., the original rate being $625 and 
the rate today being $1,250. There have been 
three increases in rates since it was originally 
gotten out, making in all 100 per cent. in- 
crease. 

Second: The insurance companies advise 
me that the Bankers’ Blanket Bond has been 
a continual loss to their companies since its 
inception and that they have lost money by 
writing the bond and practically all the compa- 
nies would like to discontinue the writing of 
same. I have discussed the matter from time 
to time with the various companies and also 
the Secretary of the- Surety Association, but 
they would not consider writing a blanket 
bond: for less than $25,000 coverage, which 
covers any number of employees up to twenty- 
five. The rate on the blanket bond as it now 
stands is $1,250, on form No. 1, which is ap- 
proved by this Association. The surety com- 
gee have gotten out what is known as form 

o. 2, which is not as broad as form No. 1, 
which they are writing at the original rate of 


625. 
Third: The Bankers’ Blanket Bond as it 
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now stands would not appeal to the smaller 
banks, even though the insurance companies 
would write a bond from $5,000 up and one of 
the principal reasons is that the Bankers’ 
Blanket Bond does not cover property damage. 
For instance, if the bank were burglarized and 
its vault, safe, premises, fixtures and safe de- 
posit boxes, etc., were destroyed, carried 
away or damaged, the blanket bond would not 
cover the damage, which is a very important 


item to the smaller banks when they have a 
burglary. 
Fourth: I am satisfied that if the compa- 


nies would write a blanket bond for from 
$5,000 up and include property damage, the 
rate would be even higher in proportion than 
what the companies are now charging for their 
blanket bond in larger amounts, 

Fifth: In a small bank it is as a rule very 
easy to determine if there is a shortage and who 
is responsible for the shortage, so a_ Fidelity 
Bond would answer their purpose, which can 
be had at $2.50 per thousand, and the rates on 
burglary and hold-up: insurance would be de- 
termined on the construction of the safe, vault, 
the population and the burglary equipment, 
and the companies could not very well make 
a rate on a blanket bond with the various 
kinds of construction that the banks through- 
out the United States have, as each coverage 
in burglary insurance has a separate rate. 

So, I am satisfied from my investigation that 
nothing could be accomplished in the way of 
getting out a blanket bond for small banks. 

I have further discussed this subject with 
the various companies and particularly the 
National Surety Company, who some time ago 
proposed to the various companies the getting 
out of a blanket bond for a smaller amount 
than $25,000 coverage on less than twenty-five 
employees, but the other companies would not 
consider the proposition at all, as they claimed 
that there is no supervision in these small 
banks like there is in .the larger banks, and 
they could not make any distinction in the 
bond as it now stands, as outlined in the re- 
port to the State Bank Division relative to 
oy | the rate on points other than the num- 
ber of employees. 

This letter has been submitted to the Insur- 
ance Committee of the American Bankers 
Association and has their approval. 


Wealth in Waste Land 


Secretary Fall of the Department of . 


the Interior computes the area of unoc- 
cupied and unreserved lands at 200,- 
320,128 acres and of reservations, na- 
tional forests and withdrawn territory 
at 232,944,974 acres, a total area of 
433,265,102 acres, exclusive of Alaska. 
Coal in public ownership is estimated at 
10,000,000,000 tons of bituminous, 30,000,- 


000,000 tons of sub-bituminous, and of 
lignite 50,000,000,000 tons. Oil under 
public lands is estimated at 700,000,000 
barrels, shale oil 50,000,000,000 barrels, 
phosphate 3,500,000,000 tons, potash 20,- 
000,000 tons. Under Indian reservations 
are 600,000,000 barrels of oil and 1,000,- 
000,000 tons of phosphate. In Alaska are 
20,000,000,000 tons of coal of all grades 
and 25,000,000 barrels of oil. From hy- 
droelectric development of streams on 
public lands can be obtained 15,500,000 
horse-power. 

The eventual returns to the govern- 
ment are estimated on these resources at 
$5,900,000,000 coal royalties, $175,000,000 
oil royalties, $5,000,000,000 oil shale royal- 
ties, $280,000,000 phosphate royalties, 
$30,000,000 potash royalties, $1,000,000,- 
000 Alaska coal royalties and $2,500,000 
Alaska oil royalties, which reach the 
staggering total of $12,387,500,000. This 
is a subject in which American bankers 
are or ought to be interested. 


Federal Farm Loan Banks 


The work of the State Bank Division 
Committee on Farm Finance has elicited 
considerable comment’ on the subject in 
general and in detail. A western banker 
writes as follows: 


I have the following complaint to make 
about the way in which the Federal Farm 
Loan Banks are conducted. It might make a 
suitable subject for inquiry by your Associa- 
tion. For example, the Federal Farm Loan 
Bank of this district, in organizing a new asso- 
ciation in this locality, gave the temporary 
secretaryship to one out of three banks, de- 
spite a protest for neutral and impartial action. 
This leaves room for the charter membership 
to be selected by such secretary in case it is 
his announced intention to become the perma- 
nent secretary. With such an intention in 
mind it can easily be seen how special inter- 
ests can control the pivotal position of secre- 
tary and be the sole disbursing agent for cheap 
6 per cent government moneys. This is too 
great a handicap to place in the hands of any 
one person and operates adversely against com- 
peting banks by practically giving to one bank 
the monopoly on cheap money. Furthermore, 
it is very embarrassing for rival institutions to 
have to go to another banker if asked to act 
as counsel for their customers. It would seem 
to me that a policy whereby any bank could 


directly approach the Federal Farm Loan Bank 
for its district would give much greater satis- 
faction and go a long way towards populariz- 
ing the Farm Loan system and making it the 
real benefit to the community that it is in- 
tended to be. It can easily be understood why 
I might not want to go to a competitor bank 
to get a government loan for a customer, and 
when, at the same time, I am denied the privi- 
lege of organizing an independent association 
for three other banks in the county, and others 
who do not wish to transact business through 
the favored bank. The careful selection of a 
neutral and impartial secretary would over- 
come the difficulty, but it might be hard to 
find one person in any community who would 
be generally acceptable to the varying rival in- 
terests. I see that I am not alone in my ob- 
jections to the present system, for an article 
in the Wall Street Journal, under date of No- 
vember 28, urges the cooperation with ordinary 
banks instead of relying on farm loan associa- 
tions, according to George Woodruff, president 
of the First National Bank of Joliet, Illinois. 
Another possible objection might be in the 
room that the present system leaves for po- 
litical patronage in case any one party or inter- 
est wishes to take advantage of the situation. 
I believe that if the matter were taken up by 
the American Bankers Association plenty of 
criticism of the present system would be found 
throughout the country and the policies could 
be changed to remedy the difficulties com- 
plained about. 


A southern banker has this to say: 


Is it not possible for the American Bankers 
Association to take some action that will in- 
duce Congress to provide adequate funds for 
the proper and prompt functioning of the Fed- 
eral Land Banks? The spectacular activities 
of the War Finance Corporation mean abso- 
lutely nothing to the average debtor. At least 
such is true throughout the South, if not 
throughout the entire country. It does seem 
unreasonable to me _ that the government 
can find unlimited millions—with comparative- 
ly few takers—to finance the operations of the 
War Finance Corporation, but cannot arrange 
to supply funds for the proper functioning of 
the Federal Land Banks. As a matter of fact 
the agricultural loans so widely advertised as 
being available from the War Finance Cor- 
poration would not be needed at all if the 
pressure for long-time loans on real estate is 
relieved. It does seem to me that these mil- 
lions being offered through the War Finance 
Corporation could be diverted to the Federal 
Land Banks and the Federal Land Bank bonds 
held as security therefor until such time as the 
market will absorb them. If the Federal 
Land Banks can be put in a position to operate 
at full speed, as far as the South is concerned, 
her financial troubles would be almost entirely 
relieved and I am constrained to believe that 
the same situation exists more or less through- 
out the United States, 


Wasting Fertility of the Farms 


E of the United States have 

been a wasteful people. We 

have had too much land, and 
have moved on from state to state 
in search of the more fertile spots 
of land, and neglected to maintain 
the producing power of our con- 
quered area. 

Large populations and low crop 
yields do not go together. In this 
country our population is rapidly 
growing and we must more fully 
utilize nature’s stores in our future 
development. Our national ten- 
dency has been to drift from the 
farm to the towns and cities, be- 
cause of the great competition of 
industry with agriculture, 


By CHAS. H. MacDOWELL 


Our population is increasing and 
our lands at the same time are being 
depleted. Our ditches are all lined 
with the fertility of the farms they 
were dug to drain. From our 
rivers we lose annually 500,000,000 
tons of fertility, thereby diminish- 
ing our fertility at a rapid rate. 
Our sewer pipes are taking from 
our farms 50,000,000 tons of fertil- 
ity annually. The crops that are 
removed from the soil, never to get 
back to the fields in the form of 
manure or any other form, take 
from our farm lands 30,000,000 
tons of our fertility annually. In 
the face of these undeniable facts, 


our population will be, according to 
Dr. Edward M. East of Harvard, 
more than doubled by the year 2020. 
At the same time he shows that 
according to our present methods 
of agriculture and our present rates 
of food and clothing consumption 
197,000,000 is our ultimate popula- 
tion limit. After that point has been 
reached, our production and con- 
sumption will be on an equilibrium, 
granting that we utilize every acre 
of available land for farming pur- 
poses, and use it all approximately 
as we use our farm lands at this 
time. 
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State Representatives 


John R. Washburn, President of the 
Clearing House Section, has appointed 
the following to serve as state repre- 
sentatives of the Section for their respec- 
tive states during the coming year: 

Alabama—N. A. Vincentelli, president 
Capital National Bank, Montgomery. 

Arizona—A. T. Esgate, cashier Valley 
Bank, Phoenix. 

Arkansas—W. Lenon, president 
Peoples Savings Bank, Little Rock. 

California—H. H. Smock, cashier 
Security Trust and Savings Bank, Los 
Angeles. 

Colorado—Clark Mitchell, vice-presi- 
dent Bankers Trust Co., Denver. 

Connecticut—F. L. Trowbridge, vice- 
president and cashier First National 
Bank, New Haven. 

Delaware—James P. Winchester, pres- 
ident Wilmington Trust Co., Wilming- 
ton. 

District of Columbia—Joshua Evans, 
Jr., vice-president Riggs National Bank, 
Washington. 

Florida—G. L. Wilson, vice-president 
Florida National Bank, Jacksonville. 

Georgia—Geo. R. Donovan, vice-presi- 
dent Atlanta National Bank, Atlanta. 

Idaho—Walter E. Miller, president 
First National Bank, Nampa. 

Illinois—W. E. Hazzard, cashier Com- 
mercial National Bank, Peoria. 

Indiana—J. P. Frenzel, Jr., vice-presi- 
dent Merchants National Bank, Indian- 
apolis. 

Iowa—J. L. Edwards, president Mer- 
chants National Bank, Burlington. 

Kansas—F. W. Freeman, president 
Merchants National Bank, Topeka. 

Kentucky—Isham Bridges, vice-presi- 
dent Citizens Union Fourth St. Bank, 
Louisville. 

Louisiana—C. de B. Claiborne, vice- 
president Whitney-Central National 
Bank, New Orleans. 

Maine—Edwin D. Holden, manager 
Portland Clearing House Association, 
Portland. 

Maryland—John E. Boisseau, vice- 
president National Union Bank, Balti- 
more. 

Massachusetts—F. C. Waite, vice- 
president and cashier Merchants Na- 
tional Bank, Boston. 

Michigan—H. H. Ellerton, vice-presi- 
dent Peninsular State Bank, Detroit. 

Minnesota—M. R. Knauft, vice-presi- 
dent National Bank of Commerce, St. 
Paul. 

Mississippi—George Williamson, vice- 
president First National Bank, Vicks- 
burg. 

Missouri—H. Y. Lemon, president 
Commerce Trust Company, Kansas City. 

Montana—Frank Bogart, vice-presi- 
dent Union Bank and Trust Co., Helena. 

Nebraska—L. J. Dunn, president City 
National Bank, Lincoln. 
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Nevada—G. Wingfield, president Reno 
National Bank, Reno. 

New Hampshire—E. N. Pearson, pres- 
ident First National Bank, Concord. 

New Jersey—S. S. Marsh, vice-presi- 
dent and cashier National Newark & 
Essex Banking Co., Newark. 

New Mexico—C. S. White, vice-presi- 
dent First National Bank, Albuquerque. 

New York—R. J. Faust, Jr., vice- 
president Irving National Bank, New 
York City. 

North Carolina—J. Elwood Cox, 
president Commercial National Bank, 
High Point. 

North Dakota—H. W. Geary, presi- 
dent Merchants National Bank, Fargo. 

Ohio—R. B. Crane, president Com- 
merce Guardian Trust and Savings 
Bank, Toledo. 

Oklahoma—T. P. Farmer, manager 
Tulsa Clearing House Association, Tulsa. 

Oregon—Emery Olmstead, president 
Northwestern National Bank, Portland. 

Pennsylvania—Lawrence Sands, 
president First National Bank, Pitts- 
burgh. 

Rhode Island—Albert R. Plant, presi- 
dent Blackstone Canal National Bank, 
Providence, 

South Carolina—E. P. Grice, cashier 
Peoples National Bank, Charleston. 

South Dakota—J. B. Lambertson, 
cashier Security National Bank, Sioux 
Falls. 

Tennessee—L. C. Humes, vice-presi- 
dent Guaranty Bank and Trust Co., 
Memphis. 

Texas—Stewart D. Beckley, cashier 
City National Bank, Dallas. 

Utah—E. O. Howard, president Walk- 
er Bros. Bankers, Salt Lake City. 

Vermont—C. S. Cole, cashier, Allen 
National Bank, Fair Haven. 

Virginia—John R. Kilby, vice-presi- 
dent Virginia National Bank, Norfolk. 

Washington—J. W. Spangler, president 
Seattle National Bank, Seattle. 

West Virginia—E. B. Deison, vice- 
president Empire National Bank, Clarks- 
burg. 

Wisconsin—E. H. Williams, cashier 
Marine National Bank, Milwaukee. 

Wyoming—A. D. Johnston, cashier 
First National Bank, Cheyenne. 


Acceptance Committee 


The following were reappointed to 
serve as members of the Acceptance 
Committee of the American Bankers As- 
sociation, which functions through the 
Clearing House Section: 

Percy H. Johnston, president Chem- 
ical National Bank, New York City; 
John W. Wadden, president Sioux Falls 
National Bank, Sioux Falls, S. D.; 
Jerome Thralls, chairman, secretary- 
treasurer Discount Corporation of New 
York, New York City. 
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Advising London Promptly 


The following letter recently was for- 
warded to the managers and secretaries 
of all clearing house associations. We 
feel this matter should be brought to 
the attention of all members of the 
Association : 

“The American Bankers Association 
received a letter of complaint recently 
from the American Chamber of Com- 
merce in London, bringing to its atten- 
tion the complaints they have been re- 
ceiving from their members against what 
they describe as the ‘habit’ of American 
banks that issue drafts on London and 
then fail to advise London promptly. 

“This is a serious matter, but we be- 
lieve that the delay in the arrival of 
advices is not intentional. However, 
we feel it our duty to bring this matter 
to the attention of all banking institu- 
tions in the country through the me- 
dium of clearing house associations. 

“Where adraft is purchased from an 
interior banking institution and that in- 
stitution forwards its advice to its metro- 
politan correspendent, we can see where 
a delay can occur, if the advice is not 
mailed immediately when the draft is 
purchased. You can readily see that 
when a party purchases a draft on Lon- 
don or any other foreign point, that draft 
evidently is mailed immediately by the 
party purchasing it, and in many in- 
stances it reaches New York just in 
time to be forwarded on the last steamer 
leaving that day. The advice, if not 
mailed promptly by the interior bank, 
does not reach its metropolitan corre- 
spondent in time to be forwarded on the 
same steamer, thus causing the corre- 
spondent in this country a delay of 
three or four days in advising its for- 
eign correspondent. 

“Therefore, the advice is not for- 
warded until the next steamer, which 
perhaps leaves three or four days later, 
and the draft reaches London or some 
other foreign point before the advice, 
which in some instances may cause the 
foreign correspondent some trouble, as 
well as delaying the payment of the 
draft to the party receiving it. We 
feel that many 6f these delays could be 
avoided if the bank in the interior sec- 
tion of the country issuing the draft 
would mail the advice immediately to 
its metropolitan or foreign correspon- 
dent. 

“As an association, we are very de- 
sirous of cooperating with the American 
Chamber of Commerce in London in 
this matter. Therefore, we feel it is 
our duty to bring this matter to the 
attention of the managers of all clearing 
house associations in the country, ask- 
ing them in turn to notify their mem- 
bers to the effect that when selling a 
draft on London or any other foreign 
point, they promptly mail their advice 
to their metropolitan or foreign corre- 

(Continued on page 532) 
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Miss Leffler Corbitt 


For a number of years Miss 
Leffler Corbitt has demonstrated 
her business ability and judgment 
in her capacity as note teller of 
The Austin National Bank, of Aus- 
tin, Texas. Miss Corbitt began her 
services in the bank as a stenog- 
rapher. Last January she was 
elected to the position of assistant 
cashier. Miss Corbitt is a pioneer 
woman banker, a woman of: vision 
and experience. She was the first 
president of the Texas Women 
Bankers Association and founder 
of the Austin Business and Profes- 
sional Women’s Club. 


(Continued from page 531) 
spondent. We believe this will alleviate 
the trouble.” 


Reporting Bank Debits 


It is strongly urged that the reporting 
of bank debits be made effective by all 
clearing houses from January, 1922, and 
it cannot be too strongly recommended 
that the figures be published in the pa- 
pers, either daily or weekly as may be 
thought best, so that full publicity may 
be given and full benefit derived from 
these new statistics. In order that this 
information may be available for purpose 
of comparison in future years, your 
committee and the Federal Reserve 
Board have given very careful thought 
to the data that should be included, and 
it is therefore necessary that no devia- 
tion be made in the instruction given 
your banks for compiling these figures; 
this being done, all banks and clearing 
ee ag will be reporting on a uniform 

asis. 
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Miss Margaret Horner 


Miss Horner entered the transit - 


department of the First National 
Bank, Sioux City, shortly after 
leaving high school and she filled 
practically every position from 
biller to assistant manager. When 
a substitute was needed in any of 
the departments, she was used. 
During the war she was asked to 
take the receiving cage perma- 
nently. She enjoyed the work and 
was interested in each and every 
customer, and to that personal in- 
terest she attributes her success. 


In some parts of the country this 

information is given as “Net Charges 
against Deposits,’ in some as “Bank 
Transactions,” in some as “Bank 
Debits,” etc., therefore in order that 
these figures may be published under a 
heading that will be as easily understood 
by the general public as “Bank Clearings” 
now are, they should be given out and 
published under the heading of “Bank 
Debits.” 
«The Committee on Forms of the Clear- 
ing House Section, of which George A. 
Kelsey, manager of the Cleveland Clear- 
ing House Association, is chairman, sub- 
mitted two forms for use by the mem- 
ber banks of all clearing house associa- 
tions in making their daily or weekly 
reports, as they decide to do. Copies 
of these forms were sent to the managers 
of every clearing house association in 
the country. 

In order to carry out the plan formu- 
lated at the Los Angeles meeting, it is 
advisable, and we believe necessary, that 
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Mrs. Edward Dexter Knight 


As chairman of the Women’s 
Liberty Loan Committee and Di- 
rector of Women’s Activities, 
Government Savings Organization, 
for the 12th Federal Reserve Dis- 
trist during the war, Mrs. Knight 
gained valuable experience of a 
financial nature. When the Bank 
of Italy opened its head office build- 
ing in San Francisco last summer, 
Mrs. Knight was placed in charge 
of its Women’s Banking Depart- 
ment. Mrs. Knight manages, 
when off duty, to maintain a well- 
established home in which two 
daughters are not the least of her 
interests. 


wherever practicable each bank should 
make daily reports, to be tabulated by 
its clearing house for daily publication, 
and such records kept as will make this 
statistical information readily available 
at all times, just as clearing figures are 
now available. This report shows not 
only the daily bank debits, but may be 
carried out to daily bank transactions 
if the additional statistics should be 
wanted by any clearing house for its own 
record. 

By following the above instructions, 
or rules, it is believed the new figures 
will be compiled on a uniform basis, 
will be readily understood by the public 
and will be of increasing comparative 
value. So far the following clearing 
house associations have passed resolu- 
tions to discontinue the publication of 
bank clearings and to substitute in lieu 
thereof bank debits: 

Asheville, N. C.; Baltimore, Md.; Los 
Angeles, Calif.; Richmond, Va.; St. 
Louis, Mo.; St. Paul, Minn.; South 
Bend, Ind. 


532 
« 
| 
é 
6 
/ 
/ 


January, 1922 


White matt Terra Cotta 
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STATE SAVINGS BANK 


CARO, MICHIGAN 


As NOTED by an ENGLISH BANKER-— 


**... and there is another essential difference between American and British banks, and one in which we might 
do well to emulate our American cousins. I refer to the bank building itself. Whereas we seem to pride our- 
selves on the age and griminess of our buildings, here in the States quite the opposite viewpoint prevails. 
Their bank buildings seem to personify the character of the institution. They are well designed, and great care 
is taken always to keep them looking fresh and new. They create an atmosphere of strength, progress and 


stability which cannot fail to impress.” 


OT a doubt of it, American bankers do take 

great pride in the appearance of their bank 

buildings. They want them to be attractive—to 
symbolize the character of their institution. 


This attitude is not due to an over-developed 
artistic sense. It is just plain business sense. Suc- 
cessful bankers know that a handsome building 
is a wise investment—that it impresses the “man 
in the street” and influences his choice of a bank. 


The State Savings Bank, Caro, Michigan, pic- 
tured above, affords an interesting example of the 
modern American bank building. Faced entirely 
with white matt Terra Cotta it gives an impression 


of stability, strength and dignity. Its Terra Cotta 


Permanent 


exterior can always be kept looking fresh and new. 


To the banker, Terra Cotta offers the impor- 
tant qualities of permanence, because it is resistant 
to fire, weather and climate; beauty, because it is a 
medium for the expression of the finest archi- 
tectural design; and economy, because its initial 
cost is moderate,—its maintenance cost practically 


negligible. 


Perhaps you are contemplating the erection of 
a new building,—or perhaps an alteration of your 
present one. In either case we can send you 
literature which may be of great help to you. 
Address National Terra Cotta Society, 1 Madison 
Avenue, New York, N. Y. 


TERRA COTTA 


Beautiful 


When writing to advertisers please mention the “Journal of the American Bankers Association.” 


Profitable. 


COWLES & MUTSCHELLU, Architects 
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New Banks Organized 


ALABAMA’ 


Akron—Akron Bank & Trust Com- 
pany. Capital, $25,000. 

Alabama City—First State Bank. Cap- 
ital, $25,000. 

Ashville—Bank of Ashville. 

Elberta—Elberta State Bank. Presi- 
dent, Herman Koebler; cashier, J. Q. 
Lehr. 

Vincent—State Bank of Vincent. Cap- 
ital, $11,200. 


ALASKA 


Anchorage—The First National Bank. 
Capital, $50,000. President, J. B. Besson; 
cashier, Winfield Ervin. 


ARKANSAS 
Judsonia—Bank of Judsonia. Capital, 
Walnut Ridge—Planters Bank. Presi- 
_ T. J. Sharum; cashier, John A. 
Hill. 


CALIFORNIA 
Fairfax—Fairfax Bank. 


Capital, 
$50,000. 
Angeles—Western State Bank. 


Los 
Capital, $300,000. 

Monterey Park—The First National 
Bank. Capital, $25,000. President, Henry 
P. Thayer; cashier, Rowan T Segner. 

Orland—Bank of Orland. Capital, 


Placerville—The Placerville National 
Bank. Capital, $50,000. President, Alden 
Anderson; cashier, W. E. Holmes. 

Tajunga—Tajunga Valley Bank. Cap- 
ital, $25,000. President, Emil Kirsch- 
ner; cashier, Frank S. Scoville. 

Van Nuys—Bank of Van Nuys. 
ital, $100,000. 


Cap- 


FLoRIDA 


Bruneau—Bruneau State Bank. Cap- 
ital, $25,000. President, J. F. Noble; 
cashier, Roland J. Hawes. 

Crescent City—Peoples Bank. Cap- 
ital, $25,000. President, A. B. Harbison; 
cashier, Ww. C. Cartledge. 

Daytona Beach—Peninsula Trust Com- 
pany. Capital, $50,000. 

Haines City—Citrus Growers Exchange 
Bank. Capital, $30,000. 

Lake Wales—Citizens Bank. Capital, 
$50,000. 

Tampa—Tampa Loan and_ Savings 
Bank. Capital, $100,000. President, 
_ H. Brown; treasurer, F. R. Hens- 
e 


y. 

West Palm Beach—The American Na- 
tional Bank. Capital, $100,000. Presi- 
dent, Alfred H. Wagg; cashier, E. W. 
Wiggins. 


ILLINOIS 
Chicago—Mechanics and State Bank. 
Summerfield—State Bank of Summer- 

field. Capital, $15,000. Cashier, G. T. 
Soldners. 
INDIANA 


East Chicago (P. O., Indiana Harbor) 
—The United States National Bank of 
Indiana. Capital, $100,000. President, 
Walter J. Riley. Conversion of First 
State Trust and Savings Bank of In- 
diana Harbor, Ind. 


Jones; 


Holton—Holton State Bank. Capital, 


Indianapolis—Forty-second Street 
State Bank. President, Armi A. Bohn; 
vice-president, Harry R. Bach. 

Newburg—Newburg State Bank. Pres- 
ident, Eugene G. Sargeant; cashier, Les- 
lie Fuquay. 

Sunman—Sunman State Bank. Cap- 
ital, $25,000. 

Warsaw—State Bank of Warsaw. Cap- 
ital, $100,000. President, I. O. Cartlin; 
cashier, N. E. Haymond. 


Iowa 


Swaledale—Swaledale Savings Bank. 
Capital, $25,000 


KANSAS 
Cumming—Farmers State Bank. Cap- 
ital, $10,000. President, Theo. Anthony ; 
cashier, W. F. Doud. 
Viola—Farmers State Bank. Presi- 
dent, M. Carr; cashier, O. L. Nossman. 


KENTUCKY 

County State Bank. 
Capital, $25,000. 

Blackey-“Blackey State Bank. 
ital, $15,000 
$1 eee State Bank. Capital, 

Louisville—City Bank and Trust Com- 
pany. Capital, $50,000. 

icholasville Farmers 

Bank. Capital, $100,000. 

Oneida—Citizens Deposit Bank. 

Pikeville—Citizens Day and Night 
Bank. Capital, $30,000. 

Scottsville—State Bank of Scottsville. 
Capital, $50,000. 


LouISsIANA 


Edgard—Bank of Edgard. President, 
Geo. Burch; cashier, H. T. Landry. 

Eunice—Southern Banking Company. 
Capital, $30,000. President, O. L. Bran- 
son; cashier, M. M. Milburn. 

Gibsland—Bank of Commerce. Cash- 
ier, S. M. Odom. 

Lafayette—Union Bank and _ Trust 
Company. Capital, $50,000. 

Shreveport—South Shreveport Bank 
and Trust Company. 


Cap- 


Exchange 


MARYLAND 
Chevy Chase (P. O., Washington, 
D. C.) Chevy Chase Savings Bank. 
Capital, $50,000. President, Edward H. 
vice-president, Clarence F. 
Waters. 


MICHIGAN 


Pontiac—Peoples State Bank. Presi- 
dent, S. E. Beach; cashier, W. H. Grun- 
wald.: 

Port Sanilac—Exchange Bank of 
Platts Burgess & Company. Cashier, J. 
E. Burgess. 


MINNESOTA 
Minneapolis—Guaranty State 
Capital, $100,000. 
St. Paul—Mutual 
President, F, R. Crane. 
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Bank. 


Savings Bank. 


MISSISSIPPI 


Calhoun City—Peoples Bank. Capital, 
$25,000. President, E. P. Terry; cashie:, 
H. D. Webb 

Goodman—Commercial Bank 
Capital, $15,000. 


Missouri 
St. Louis—The Security National Bank 
Savings and Trust Company. Capital, 
$250,000. President, Byron W. Moser; 
cashier, F. L. Denby. 


State 


NEVADA 


Las Vegas—Second State Bank. Cap- 
ital, $25,000. 


New JERSEY 
Newark—Weequahic Trust Co. Cap- 
ital, $200,000. President, Roscoe L. 
Strickland; treasurer, H. H. Dawson. 
West New York—The First National 
Bank. Capital, $100,000. President, 
Daniel P. Curry; cashier, C. G. Leeds. 


New York 


Atlanta—Atlanta National Bank. Cap- 
ital, $25,000. President, Hyatt C. Hatch; 
cashier, J. Gordon Lewis. 

New York—Terminal Exchange Bank. 
Capital, $200,000. 

Queens—Queens- -Bellaire Bank. Cap- 
ital, $100,000 

Rushford—State Bank of Rushford. 
Capital, $25,000. 

Victor—State Bank of Victor. 
ital, $30,000. 


Cap- 


NortH CAROLINA 


Charlotte—Charlotte Bank and Trust 
Company. Capital, $125,000. President, 
M. A. Turner; cashier, J. H. Leech. 

Elkin—Bank of Elkin. Capital, $30,- 
000. President, W. J. Byerly; cashier, 
J. H. Beason. 


NortH DAKOTA 


Cavalier—The Merchants National 
Bank. Capital, $25,000. President, C. R. 
Green; cashier, C. W. Clow. 

Mohall—American State Bank. Cap- 
ital, $15,000. President, John P. Asheim ; 
cashier, C. G. Strommen. 


OKLAHOMA 


Ardmore—The -American 
Bank. Captal, $200,000. 

Barnsdall—Barnsdall National Bank. 
Capital, $50,000. President, J. R. McCoy; 
cashier, Roy Smith. 

a National Bank. Cap- 
ital, $25,000. 

Billings-—The Billings National Bank. 
Capital, $25,000. 

Blackwell—The Blackwell 
Bank. Capital, $100,000. 

Blackwell—The Security 
Bank. Capital, $100,000. 

Carnegie—The Farmers National 
Bank. Capital, $25,000. Cashier, C. L. 
Barton. 

Chandler—The Farmers National 
Bank. Capital, $25,000. President, A. E. 
Patrick; cashier, W. R. Curry. - 


National 


National 


National 
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CONDENSED STATEMENT 
At the close of business December 31, 1921 
ASSETS 
Customers’ Liability; Letters of Credit, 7,263,269.20 
Cash, due from Banks and U.S. 35,004,364.81 
$152,824,642.94 
LIABILITIES 

20,586,039.59 
Letters of Credit and Acceptances............ 8,234,475.93 

Deposits, viz:— 

1,911,300.00 
123,021,966.95 
$152,824,642.94 


Seeking New Business on Our Record 


GHEMICAL 


NATIONAL 


BANK 


OF NEW YORK 


Founded 1824 


BROADWAY AND CHAMBERS, FACING CITY HALL 


When writing to advertisers please mention the “Journal of the American Bankers Association.” 
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Cushing—The Oklahoma National 
Bank. Capital, $50,000. 
Driftwood—Security State Bank. Cap- 


ital, $10,000. President, J. C. Beaty; 
cashier, J. W. Constant. 
Duncan—The Oklahoma National 


Bank. Capital, $100,000. President, J. 
M. Armstrong; cashier, J. B. McLendon. 

Duncan—The Security National Bank. 
Capital, $50,000. President, L. L. Hum- 
phreys; cashier, I. V. Pruitt. 


Enid—Garfield National Bank. Cap- 
ital, $100,000 

Enid—Central National Bank. Cap- 
ital, $150,000 

Guthrie—Guthrie State Bank. Cap- 


ital, og President, Lyman J. Gray; 
cashier, E. Parsons. 

Homin Tne Hominy National Bank. 
Capital, "$25,000. President, A. B. Bud- 
long; cashier, J. H. Comer. 

Kingfisher—The Citizens National 
Bank. Capital, $100,000. President, EI- 
mer Solomon; cashier, B. C. Brigham. 

Lawton—The American National 
Bank. Capital, $100,000. President, W 
F. Barber; cashier, T. R. Keegan. 

Tulsa—The Producers National Bank. 
Capital, $250,000. 

Tulsa—The National Bank. 
Capital, $200 

The State National Bank. 
Capital, $25,000. President, W. R. Blake; 
cashier, F. E. Olivor. 

Wynona—The Wynona National Bank. 
Capital, $100,000. 


PENNSYLVANIA 


Danville—Montour County Trust Com- 
pany. a, $125,000. _ President, H. 
T. Hecht. 
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Duryea (P. O., Pittston)—Peoples 


Trust and Savings Bank. Capital, 
$125,000. 

Natrona — Citizens Bank. Capital, 
$50,000. President, John E. White; 
cashier, John Armstrong. 

Sinking Springs — Sinking Springs 


Bank. Capital, $50,000. 

Windsor—The First National Bank. 
Capital, $25,000. President, W. S. 
Grimm; cashier, Robert J. Smith. 


SoutH CAROLINA 
Columbia—Citizens Loan and Trust 
oe Capital, $10,000. President, 
G. Jones; secretary-treasurer, J. 
Bell. 
Columbia—Victory Savings Bank. Cap- 
ital, $25,000. President, I. J. Joseph; 
cashier, G. L. Floyd. 


SoutH DaKoTA 

Canova—Security State Bank. Capi- 
tal, $25,000. President, W. J. Jacobson; 
cashier, H. A. Schueller. 

Orient—Orient State Bank. President, 
Edward Gooder ; cashier, George I. Gun- 
nison. 

TENNESSEE 

Bristol—Bristol Industrial Bank. Cap- 
ital, $50, 

Hinton—New State Bank and Trust 
Company. Capital, $50,000. 

Jacksboro—Campbell County Bank and 
Trust Company. Capital, $25,000. Pres- 
ident, Winston Baird; cashier, S. J. 
Parkes. 

Johnson City—Tennessee Trust Com- 
pany. President, James A. Ponder; cash- 
ier, C. W. Hendrix. 


January, 19.2 


Knoxville—Knoxville Trust Company. 
Capital, $100,000. President J. Albert 
Robbins. 

Monterey—Union Bank and Trust 
Company. Capital, $50,000. 

Sparta—Peoples Bank and Trust Com- 


pany. Capital, $25,000. President, F. 
M. Goodwin. 

TEXAS 
Dallas—Home Trust and Saving 
Bank. 


Houston—The State National Bank 
Capital, $200,000. President, J. A. Wil- 
kins; cashier, Allan H. King. 

Houston — The Guaranty National 
Bank. Capital, $200,000. President, John 
D. Dyer; cashier, A. B. Jones. 

Houston—The Public National Bank 
Capital, $300,000. President, J. L. 
Thompson; cashier, Stroud Kelley. 

Stephenville—Farmers Guaranty State 

ank, 


VIRGINIA 


Kenbridge—Peoples Pam, President, 
L. E. Allen; cashier, W. S. Young. 

Stafford—Peoples Bank. Capital, $25,- 
000. President, R. A. Moncure; secre 
tary-cashier, James Ashby. 


WASHINGTON 


Seattle—Bank of Washington. 
tal, $500,000. 
Seattle——Lumbermen’s Bank. Capital, 


Capi- 


WISCONSIN 
Pembine—Pembine State Bank. Cap- 
ital, $20,000 
WYoMING 


Moorcroft—Peoples Bank. 
Upton—Citizens State Bank. 


Mortuary Record of Association Members 


REPORTED FROM NovEMBER 25, 1921, To DeEcEMBER 26, 1921 


Berman, Nestor, director the Citizens 
National Bank, Port Henry, N. Y. 
Boyer, J. P., cashier First National Bank, 

Rock Springs, Wyo. 

De Lano, Hiram A., president Allegan 
State Savings Bank, Allegan, Mich. 
Farney, Daniel, vice-president State 
Trust and Savings Bank, Peoria, IIl. 
Fuller, Charles, cashier Farmers’ State 

Savings Bank, Oxford, Mich. 
Gillett, Willis J., president and director 
Rosendale State Bank, Rosendale, Wis. 
Hayes, Dr. R. F., vice-president Hayes & 
Hayes, bankers, Aberdeen, Wash. 


State Secretaries Committees 


President Smith of the State Secreta- 
ries Section has appointed the following 
committees for the current year: 

Committee on Insurance Matters— 
Andrew Smith, chairman; George, H. 
Richards, W. W. Bowman. 

Committee on Protective Matters—M. 
A. Graettinger, chairman; R. E. Wait, 
E. P. Gum. 

Committee on Simplified Forms for 
Income Tax Returns—W. F. Keyser, 
chairman; Frank Warner, S. A. Roach. 


Hillyard, D. M., cashier First National 
Bank, Winters, Texas. 


Knight, James, president Bank of Car- 
tersville, Cartersville, Ga. 

McCumber, Charles E., vice-president 
and director Rosendale State Bank, 
Rosendale, Wis. 

McHenry, W. A., president First Na- 
tional Bank, Denison, Iowa. 

Murray, Henry P., vice-president Wor- 
cester Bank and Trust Company, Wor- 
cester, Mass. 


Committee on Standardization of Bank 
Forms—W. C. Macfadden, chairman; 
George D. Bartlett, Haynes Macfadden. 


Cashier Fifty-three Years 


A half a century of service in any 
position of trust and gore is in 
itself an honor, but S. C. Jayne, cashier 
of the First National Bank of Berwick, 
Pa., has passed that mark, having com- 
pleted his fifty-third year as cashier, and 
on December 20 last he celebrated his 
eighty-third birthday. Mr. Jayne is not 


Nicholson, Walter, vice-president First 
and Old National Bank, Detroit, Mich. 


Rahily, Wm. J., vice-president American 
Bank and Trust Company, Petersburg, 
Va. 


Sherer, Wm., manager New York Clear- 
ing House, New York, N. Y. 


Sturman, Albert, president First Na- 
tional Bank, Dahlgren, IIl. 


Tubbs, Wm. C., president National Bank 
of Monmouth, Monmouth, IIL. 


a relic of the past, but is today a real 
worker. His record of long service in 
one office is said to be unparalleled in 
Pennsylvania, but perhaps some other 
state may claim the record for long 
service in one executive position. 


Robert M. Baldwin has been elected 
treasurer of the Hudson Trust Co., of 
New York, in place of John J. Broder- 
ick, resigned. 
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THE SAFE DEPOSIT BOX 


You Will Eventually Install—And Why! 


Safe Deposit Boxes were once manufactured as vault 
“accessories,” sold as such, used as such—and robbed 
as such. Those days are over. The constant demand 
for greater security, greater ease of installation and 
quicker delivery has made the manufacture of safe 
deposit boxes a distinct art. 


Specialized Manufacture 


We have concentrated all of our resources— 
mental, moral, physical, and financial—on the 


making of Safe Deposit Boxes. We do only that 
one thing—and do it well! As a result IN- 
VINCIBLE Safe Deposit Boxes differ from all 
others. Every difference is a valuable feature 
for safety or ease of installation. See INVIN- 
CIBLE Boxes. Examine them. You will re- 
member them. 


The “Lock 
Behind the Lock’’ 


A distinctive INVINCIBLE safety 
feature. It makes the cracksman 
work for nothing. 


A heavy steel bar comes into 
place behind the lock, making it se- 
cure against lock-punching and 
door sledging. 


The “Lock Behind the Lock” 
frustrates the methods by which 
90% of successful safe deposit rob- 
beries are accomplished. 


Add a Section 
At a Time 


Sectional Construction—Quick Delivery 


INVINCIBLE Boxes give greatest known protection, 
are delivered the day you want them—and are installed 
as easily as a baby builds blocks. All sections intermem- 
ber to form any size unit you want. 


A Postal Brings Our Free Book 


Our complete Safe Deposit Book contains all details 
regarding the “Lock Behind the Lock,” sectional con- 
struction, sizes, installations, and other valuable infor- 
mation. Drop us a card and we'll drop you the book. 


INVINCIBLE METAL FURNITURE CO. 


830 26th Street 
MANITOWOC, WISCONSIN 


When writing to advertisers p!ease mention the “Journal of the American Bankers Association.” 
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Membership Changes 


REPORTED FROM NOVEMBER 26, 1921, TO DECEMBER 26, 1921 


There are frequent changes which come about through consolidations, mergers, liquidations and changes of title. The Bxecutive 
Manager of the Association would appreciate receiving from members notice of any changes which occur, for the purpose of keeping 


the membership list correct and giving publicity through the columns of the JOURNAL. 


Arizona.......... Chloride......... Arizona Central Bank closed. Michigan........ Cass City........Cass City Bank changed to Cass City 

Snowflake........ Bank of Northern Arizona closed. State Bank. 

Somerton........ Somerton State Bank in hands of Minnesota....... Boyd............Boyd National Bank changed to Boyd 

receiver, tate Bank. 

Tombstone....... First National Bank closed. Marietta......... Farmers & Merchants State Bank in 

Security Bank & Trust Company liquidation. 

closed. Proctor..........Mesaba State Bank changed to Peoples 
Arkansas........ Black Rock...... Bank of Black Rock closed. National Bank. 

Mineral Springs..Bank of Mineral Springs reported Farmers State Bank closed. 

. closed. Mississippi...... . Farmers Bank closed. 
California........ ctw ad La _ Habra Valley Bank changed to Missouri......... Boonville........ Commercial Bank merged with Farmers 
First National Bank. Trust Co. 

Calipatria........ Farmers & Merchants National Bank oo Bank of Collins taken over by Citizens 

merged with First National Bank. Bank. 

Los Banos....... Los Banos Portuguese American Bank De Kalb.........Citizens State Bank closed. 

changed to Portuguese American East Lynne...... Commercial State Bank consolidated 

Bank. i with Farmers State Bank. 
Santa Paula...... First National Bank changed to First Kansas City...... Commerce Trust Company consolidated 

. National Bank & Trust Company. with National Bank of Commerce. 
Colorado......... Buckingham..... Buckingham State Bank closed. Novinger........ Union State Bank closed. 

Hotcbkiss........ Bank of North Fork changed to North Oskaloosa........ Universal State Bank closed. . 
_Fork State Bank. Farmers & Merchants Bank consoli- 
First Bank of Iliff changed to Iliff dated with First National Bank. 
State Bank. Rock Port....... Farmers Bank consolidated with Citi- 

La Jara......... Conejos County State Bank con- zens Bank of Atchison County. 

solidated with First National Bank. Winston......... Farmers State Bank closed. 

Pueblo.......... Bank of Pueblo closed. Montana........ Chester.....0000% First State Bank closed. 

Snyder.......... Snyder State Bank closed. Cut Bank........ First State Bank closed. 

Stoneham........ Stoneham State Bank closed. 0.00 008 Farmers State Bank closed. 
Florida.......... De Land........ Volusia County Bank changed to Hobson..........Fergus County State Bank changed to 
Volusia County Bank & Trust Com- Judith Basin Bank. 
pany. First National Bank closed. 
Kissimee.........Farmers & Merchants Bank corrected Jordan. . First State Bank closed. 
to Merchants & Farmers Bank. Orlando ..First State Bank closed. 

Mayo.... . .Citizens Bank closed. Nebraska........ Allen... ..Farmers State Bank closed. 

Webster. . .Sumpter County State Bank closed. Anselmo.. . .Peoples State Bank closed. 
Georgia.......... Americus. .Commercial City Bank closed. Belvidere. .. Farmers State Bank closed. 

Atlanta.. ... Southern Banking Company closed. | Bridgepor . .First National Bank closed. 

Augusta......... Planters Loan & Savings Bank liqui- Dunning.. .. Home State Bank closed. 

dated. Fremont.. . .Fidelity Trust Company closed. 

Brunswick....... Glynn County Bank merged with Holdrege.. .. Farmers State Bank closed. 

_Brunswick Bank & Trust Co. Kilgore.......... Kilgore State Bank closed. 

Montezuma...... First National Bank liquidated. Obent........... Obent State Bank closed. 

Stone Mountain. .Stone Mountain Bank in liquidation. Oshkosh.........First State Bank succeeded by Ne- 

rens...........Citizens Bank closed. a braska State Bank. 

Young Harris... .Farmers Bank closed. First State Bank closed. 
Idaho........... Pocatello........ Bannock National Bank closed. Plattsmouth...... Bank of Cass City in hands of receiver. 
Illinois.......... Chicago......... Guaranty Banking Corporation closed. Pleasonton....... Farmers State Bank closed. 

Jeffries State Bank sold to Century Sidney........... First National Bank closed. 
Trust & Savings Bank. Nebraska State Bank closed. 
Kenwood Trust & Savings Bank Wakefield........ First National Bank closed. 
changed to Kenwood National Bank. Winside......... Farmers State Bank closed. . 
Coulterville...... First State Bank changed to First Nevada.......... Fallon...........Bank of Fallon consolidated with 
National. Churchill County Bank. 
Pecatonica....... Farmers State Bank changed from New Jersey...... Paterson......... National Trust Bank consolidated with 
; Farmers & Merchants Savings Bank. Paterson National Bank. , 
; Xenia........... Orchard City State Bank closed. New Mexico..... Lordsburg....... Lordsburg State Bank closed. 
Indiana.......... Huntington...... Huntington County Bank epenged to MOG évécnccaeees Roy Trust & Savings Bank changed to 
Huntington County State Bank. First National Bank. Naas 
La Fayette...... Farmers Traders Bank changed to New York....... Albany.......... Albany City Savings Institution 
: Farmers & Traders State Bank. changed to Albany City Savings 

Union Mills...... Union Bank changed to Union State Bank. 

. ank. Cohoes.......... Cohoes Savings Bank changed from 

Wingate......... Farmers Bank changed to Farmers Cohoes Savings Institution. 

. State Bank, New York....... Foreign Trade Banking Corporation, 
Towa..........0. Anita............ Citizens Savings Bank changed to 35 Wall Street, liquidated. 
Citizens State Bank. Chandler Bros. closed. 

Des Moines...... First Trust & Savings Bank closed. cee Security Trust Company of Troy 

Elliot............Elliot Savings Bank reported closed. consolidated with Manufacturers 

Graettinger...... Farmers & Merchants Bank changed to National Bank. 

Farmers & Merchants State Bank. i W. A. Higinbothan & Company suc- 

Marathon........ Marathon Savings Bank closed. ceeded by State Bank of Victor. 

Williamson.......Farmers Savings Bank, Grinwald, North Carolina...Ayden........... First National Bank changed from 

changed to Farmers Savings Bank, Farmers & Merchants National 

Williamson. Bank. 
Kansas.......... Belleville........ National Bank changed to First Goldsboro........ Farmers Loan & Trust Company 
National Bank. changed to Farmers Bank & Trust 

Cedar Vale.......Dosbaugh National Bank changed to Company. ; 

. Citizens National Bank. Pink Hill........ Bank of Pink Hill closed. 

Olmitz........... Brinkman-Brock State Bank changed Siler City........ Siler City Loan & Trust Company 

. to Olmitz State Bank. changed to Citizens Bank and Trust 

Spring Hill....... Farmers State Bank closed. Company. 

Viola............Viola State Bank closed. Smithfield........ Citizens National Bank consolidated 
Kentucky........ Burgin.......... Citizens Bank changed to Citizens with First National Bank. 

Bank & Trust Co. North Dakota... .Cogswell......... Farmers & Merchants Bank closed. 

Fleming......... Bank of McKoberts changed to First oe Crocus State Bank closed. 

National Bank. Denbigh......... Denbigh State Bank changed to 
Louisiana......- ,Marthaville...... Bank of Marthaville closed. Towner State Bank, Towner. 
Maryland........ Baltimore........ Wm. Schwartz & Sons closed. Golden Valley....Americus State Bank consolidated 
Catonsville....... First National Bank closed. with First State Bank as First 
Emmitsburg...... Annan, Horner & Co. succeeded by American State Bank. 
Farmers State Bank. Ns ccs wceasink La Moure County First National Bank 
Massachusetts....Boston.......... Dorchester Trust Co. merged with chenged to First National Bank. 
International Tr. Co. Streeter........s. First National Bank closed. 
Hyde Park Trust Company merged with Watford City..... McKenzie County Bank reported 
International Trust Co. ; closed. = 
H. Slobodkin, Inc., liquidated. OR 6s oheanse McLean County State Bank liquidated 
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OMG Bridgeport....... Bridgeport Bank & Trust Company Texas....... -...Henderson....... First State Bank closed. 
changed to Bridgeport Bank Co. Hitchcock........ H. L. Roberts & Company closed. 
County Bank changed to Guaranty State Bank closed. 
Hamler County State Bank. Necessity........ First National Bank closed. 
Pomeroy......... Farmers Bank Trust Company Guaranty State Bank of Cottonplant 
changed to Farmers Bank and _closed. 
Savings Company. First State Bank closed. 
Washington Court Ranger.:........ Guaranty State Bank liquidated. 
Washington Savings Bank & Trust Texas Bank & Trust Company con- 
param, AB changed to Washington solidated with Farmers & Merchants 
Savings Ban ’ State Bank 
Oklahoma........Ardmore......... Guaranty Sune Bank converted into Thrift Branch....Johnson Bros. Banking Company, 
American National Bank. : Burkburnett P. O., closed. 
Aylesworth....... First State Bank closed. Wichita Falls.....Americus National Bank closed. 
Blackwell........ Security State Bank changed to Utah............Copperfield....... Copperfield State Bank liquidated, 
Security National Bank. ingham Canyon P. O. 
og OROBR...0.0s05.6: <0 Duncan _ National Bank merged with Duchesne........ Bank of Duchesne in hands of State 
First Nationa] Bank. Bank Department. 
First State Bank reported closed. ..Peoples Bank of Lehi liquidated. 
Hartshorne....... Hartshorne National Bank changed to i eee Moab State Bank liquidated. 
Security State Bank. Virginia......... Ashland......... Peoples Bank changed to First National 
Exchange State Bank closed. ank. 
Newalla......... State Bank of Newalla changed to The Houston......... Bank of Halifax changed to Bank of 
State Bank. Halifax at Halifax. 
Norman......... Farmers National Bank closed. Peoples Bank merged with Bank of 
Schulter......... First National Bank, Kusa, should be alifax. 
First National Bank, Schulter. Norfolk.......... Bankers Trust Company liquidated. 
TOlbOis. veces csc Producers State Bank changed to Reedville........ Commonwealth National Bank reported 
Producers National Bank. & closed. 
Security State Bank changed to Richmond....... Commercial Guarantee Company closed 
Security National Bank. Washington...... Hoaquiam....... Lumberman’s Bank changed to Lumber- 
Woodward....... Gerlach Bank closed. mans Bank & Trust Co. 
Oregon.......0+. Klamath Falls.... Klamath State Bank consolidated with Kelso............Kelso State Bank closed. 
First National Bank. Seattle......... . Dexter Horton Trust & Savings Bank 
Oakland......... E. G. Young & Company, Bankers, consolidated with Dexter Horton 
changed to E. G. Young & Co. National Bank. ‘aes 
Bank. Scandinavian American Bank liqui- 
eee First National Bank closed. dated. 
Pennsylvania.....Charleroi........ Bank of Charleroi changed to Bank of West Virginia....Charleston....... Merchants & Mechanics Bank merged 


Charleroi & Trust Company. 


Philadelphia...... Chandler Bros. closed. 
Citizens Bank closed. 
Pittsburgh....... Peoples National Bank consolidated 
with First National Bank. 


South Carolina..,Anderson........ Farmers & Merchants Bank liquidated. 
South Dakota....Vienna.......... Bank of Vienna consolidated with First Wisconsin........ 
State Bank of Vienna. 
Tennessee........ Hohenwald....... First Bank formerly Citizens 
ank. 
Kingsport........ Kingsport Bank & Trust Company 
merged with Bank of Kingsport. 
Breckenridge..... Breckenridge State Bank & Trust Wyoming...,..... 
Company changed to Breckenridge a 
State Bank. 
Guaranty State Bank closed. 
Colorado......... First State Bank consolidated with 
Colorado National Bank. 
Donna........... First State Bank closed. Mexico.......... 
Eastland......... wo State Bank & Trust Company 
close 
Ennis........... Ennis National Bank in hands of 
National Bank Examiner. 
Fulbright........ Guarantee State Bank reported closed. 


DIGEST of LEGAL 
OPINIONS 


of THOMAS B. PATON, General 
Counsel, American Bankers Association 


Complete Edition 1921 
By Thomas B. Paton, Jr. 


A book of over 700 pages, containing 
3,285 digested opinions, with legal 
citations, covering a period from 
July, 1908 to date, 


PRICE $5.00 


Send orders and make 
remittances payable to 


AMERICAN BANKERS ASSOCIATION 
5 NASSAU STREET - NEW YORK 


with Charleston National Bank. 
South Charleston. Bank of South Charleston consolidated 
with First National Bank. 
Wheeling........ South Side Banking & Trust Company 
bynes oo to South Side Bank & Trust 
om 
Citizens State Bank, Ellsworth, changed 
to Citizens State Bank, East Ells- 
worth. 
.Farmers & Merchants State Bank, 
North Crandon, changed to Farmers 
& Merchants State Bank, Argonne. 


East Ellsworth. . 


North Crandon.. 


Gillette.......... Citizens State Bank closed. 
Havana.......... Banco Espanol de la Islade, Cuba, 
liquidated. 
Americano de Cuba 
close 
National Bank of Oui liquidated. 
Chihuahua....... Rafael Caled: — consolidated 
with D. S. Russek 
Mexico City...... Mercantile Banking liqui- 
dated. 
Tampico, Taman- ae 
Guaranty Banking Co. liquidated. 


CANCELING CHECKS 
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QUALITY —RESPONSIBILITY—SERVICE 


Sent on Trial 
With Bank’s Own A. B. A. Number 


Without Risk or Obligation 
Legal or Moral 


Quarterly payment plan (if 
desired) through | 


You have always intended 
to get one—do it now 


Cut out and send us this ad and let us 
send you a machine with YOUR A. B. A. 
number—on 30 days’ trial—this without 
risk or obligation on your part. 


CUMMINS PERFORATOR COMPANY 
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4746 RAVENSWOOD AVENUE, CHICAGO 


When writing to advertisers please mention the “Journal of the American Bankers Association.” 


= 


JOURNAL OF THE AMERICAN BANKERS ASSOCIATION January, 1922 


In the banking business another sign of safety 
is Super-Safety Insured Bank Checks. 


Why? 


Because every user of Super-Safety Insured 
Bank Checks is doubly protected. 


First, by the super-sensitive design cover- 
ing the face and back of the check, which 
disappears if alteration is attempted by 
either knife, rubber eraser or acid, leaving 
a glaring white spot to give alarm. © 


Then, in addition, Super-Safety Insured 
Bank Check users are POSITIVELY 
protected by 


$1,000.00 of Check Alteration 
Insurance Against Fraud 


Every depositor of banks furnishing LOOK FOR THE gAGLe DESIGN 
Super-Safety Insured Bank Checks may Protected by individual bonds of 


be supplied with a vest pocket insurance These checks are the safest you can use 
policy and identification card. This in- 
surance policy protects against any loss 
up to $1,000.00 caused by. fraudulent 
alteration of Super-Safety Insured Bank 


Checks. 


For POSITIVE safety, you should use 
these checks; good banks everywhere 
are rapidly adopting them. 


$1,000.00 of check insurance 
against fraudulent alterations, 
issued without charge, 
covers each user against loss. 


The Bankers Supply Company 


The Largest Manufacturers of Bank Checks in the World 


NEW YORK CHICAGO DENVER 
ATLANTA DES MOINES SAN FRANCISCO 


New Members 


From November 26, 1921, to 
December 25, 1921, Inclusive 


California 


Bank of Italy, Mission and 29th Street 
Branch, San Francisco 11-35. 

F. Wilson Prichett, San Francisco 

Bank of Upper Lake, Upper Lake 90-965. 


Florida 


American National Bank, West Palm 
Beach 63-361. 


Ihlinois 
West Side National Bank, Chicago 2-287. 
Wm. H. McKenna & Co., 178 W. Jackson 
Blvd., Chicago 
Savings Bank, Murphysboro 
Newman National Bank, Newman 70-1491, 


Indiana J 


State Bank of Milan, Milan 71-831. 
State Bank of Syracuse, Syracuse 71-922. 


Iowa 
Farmers Bank, Zearing 72-1000. 


Kansas 
Peoples State Bark, Latham 83-910. 


Louisiana 


New Orleans Bank and Trust Co., New 
Orleans 14-65. 


Maryland 
First National Bank, Hagerstown 65-17. 


Mississippi 
Bank of Booneville, Booneville 85-204. 


Missouri 


Farmers Bank, Pollock 80-817. 
Security National Bank, Savings and 
Trust Co., St. Louis 4-99. 


Nebraska 
United States Trust Co., Omaha 27-58. 


New Jersey 
aa National Bank, Ridgefield 55- 


New York 


Morris Plan Co., Buffalo 
Public National Bank, Bronx Branch, 
New York 1-238. 


Texas 


First National Bank, Cooledge 88-866. 
Guaranty State Bank, San Angelo 88-92. 


Wisconsin 
Citizens National Bank, Merrill 79-140. 


“I Will Drown; No 
One Shall Save Me!” 


Not all errors in English are 
quite as glaring as this horrible 
example of the incorrect use 
of “shall” and “will.” There 
are times when we all need 
“brushing up” in the use of 
Uncle Sam’s English. 


WE CAN SHOW YOU HOW 


Correspondence Chapter, Inc. 


American Institute of Banking 
FIVE NASSAU STREET, New York City 
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